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TOPICS OF THE MONTH 


MR. TAFT AT SEATTLE 


O one is better qualified than William H. 
Taft to review the economic and polit- 
ical achievements of the generation just 
closing, or to discuss the trend of political and 
economic thought in that period. Mr. Taft has 
had an active part in shaping, developing and 
interpreting the laws that have been made and 
he has been a keen and studious observer of 
their effects and defects. Now that his political 
career is over—if it is over—he has a per- 
spective in which legal and economic knowledge 
and experience are blended to make the con- 
templation charitable, unprejudiced and_philo- 
sophic. 

In his address at the Seattle Convention of 
the American Bankers Association, Mr. Taft 
dealt with things, not with men. His criticisms 
were dispassionate, and whether or not there is 
agreement with his conclusions, the force of his 
argument must be admitted. He took his hear- 
ers into the half light where statutes are em- 


ployed to vary and direct the operation of 
economic laws—where rigid rules are made to 
replace the flexible ones born of experience and 
expediency. The latter, leading to financial and 
industrial abuses, with resultant injustice and 
oppression, brought a reaction in the form of 
legislative inhibitions and regulations. The de- 
velopment of restraining laws in turn reacted to 
bring an “excess of remedy” and to defeat the 
attainment of the justice sought. 

Similarly trade unionism, developed out of the 
needs of labor for protection through combina- 
tion and co-operation, has gained a power 
whose exercise is now reacting to labor’s dam- . 
age. The search for remedies to correct the 
abuse of political power has likewise reacted, 
and the remedies, liberally applied, have im- 
paired the efficacy of representative government 
and are running counter to its spirit. 

With many illustrations and with great force 
Mr. Taft discussed achievements and tendencies, 
political and economic, and pointed the road to 
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safety. What he said should be carefully read 
by those who did not hear it; it should be read 
again by those who did. 


BANKERS’ EVIL INFLUENCE 


As to govcrnment deposits the Secretary of 
the Treasury has informed the banks that they 
must stop bringing “political or other influ- 
ence” to bear upon the Treasury Department to 
prevent their withdrawal. The Secretary seems 
to have been greatly annoyed by this practice 
on the part of the banks holding government 
deposits. He says: “Whenever such banks not 
only fail to meet such calls properly, but at- 
tempt to secure a reversal or modification of the 
Secretary’s orders by the exercise of outside 
influence, the Secretary must presume that they 
are not satisfactory government depositories, 
because the Secretary cannot rely upon them 
promptly to pay back into the treasury the funds 
deposited with them when and as such funds 
may be needed by the government.” 

There seems to have been an impression, 
erroneous by the implied testimony of this letter, 
that favoritism and considerations of politics 
have played parts in the making of government 
deposits. It has even been hinted that Secretary 
McAdoo placed “crop moving funds” where 
they would do the most political good, and that 
he withdrew government deposits from banks 
last Fall as a punishment for the sin of “hoard- 
ing,” with the Secretary as the sole judge of 
the offence. Everyone will be glad to know that 
the Secretary had no political motives, but was 
moved then by the political and outside influ- 
ence exercised by the banks. This influence will 
no longer have weight with him. Banks, seek- 
ing to exercise it, will be punished by Dlacklist- 
ing or something equally dreadful and equally 
fitting the crime. 


In the end the Secretary, as a means of being 
relieved from the vicious political influence of 
the banks, may have recourse to the alternative 
of depositing government funds in the Federal 
reserve banks as was intended by the Glass bill. 
It was never quite clear why the provision of 
the Glass bill, compelling the Secretary to de- 
posit the general funds of the treasury in the 
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res.rve banks, was changed in the Senate so that 
he might or might not make such deposits in his 
discretion. But it is clear enough now. The 
banks, and particularly the banks having goy- 
ernment deposits, exercised a deep and camera- 
listic influence, and so induced the Senate to 
make the change. 


{ 


A BRANCH BANK 


Each Federal reserve bank shall establish branch 
banks within the Federal reserve district in which it is 
located and may do so in the district of any Federal 
reserve bank which may have been suspended. Such 
branches shall be operated by a board of directors under 
rules and regulations approved by the Federal Reserve 
Board. Directors of branch banks shall possess the 


The reserve bank shall designate one of the directors 
manager. 


Under the foregoing section of the leder 
Reserve Act a branch of the Atlanta reserv: 
bank is about to be opened in New Orleans. 
New Orleans was a strong claimant for a 
reserve bank and resented the selection of 
Atlanta; at least it was considered humiliating 
to New Orleans to be placed in the Atlanta dis- 
trict. The establishment of a branch bank in 
the Louisiana city is for purposes of mollifica- 
tion, with the incidental object of affording bet- 
ter banking facilities to the district adjacent. 

Under the reserve act a branch bank has the 
same kind of an organization as the parent bank, 
except that the executive officer is a manager 
appointed by the reserve bank, instead of a gov- 
ernor, and there is no Federal reserve agent. 
The branch bank is governed by rules and regu- 
lations approved by the Federal Reserve Board 
and its directors hold office at the pleasure of 
the appointing power. Presumably the branch 
bank will clear checks, hold reserves, make re- 
discounts and engage in the authorized open 
market operations; otherwise there would be no 
reason for establishing a branch. 

From the operating viewpoint, therefore, an- 
other reserve bank has been created. Its course 
will be the more interesting because there is 
apparently not enough business now for twelve 
banks. However, the development of the re- 
serve system demands the extension of the 
facilities provided for in the manner to afford 


same qualifications as directors of the Federal reserve 
banks. Four of said directors shall be selected by th 
reserve bank and three by the Federal Reserve Boar 
and they shall hold office during the pleasure, respec 
ively, of the parent bank and the Federal Reserve Boar 
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tue greatest convenience to business. As yet 
there has been no test by which the extent of 
the demand for facilities can be measured. The 
Organization Committee created twelve banks, 
instead of eight, without waiting to learn if the 
smaller number would not have been enough. 
Experience seems to have shown that eight 
banks would have afforded ample facilities. 


EMERGENCY INSTITUTIONS 

the twelve banks have become, to 
some mere emergency institutions. It 
was not so intended. The reserve banks were 
lesigned as institutions which would transact 
‘aily business with their members and would 
erhaps reach their maximum of efficiency only 
hen an emergency appeared. Of their powers 
» cope with any forseeable emergency there is 
The bankers seem satisfied with 
They have the protection they 
desire. They can secure currency easily and 
quickly when they want it. They are no longer 
hampered by rigid reserve requirements. They 
are not fearful of the competition of the reserve 
hanks because the majority of the reserve bank 
are representatives of their own 


As it 1s, 
extent, 


10 question. 
the situation. 


directors 
choosing, 

Charles G. Dawes regards this control of the 
reserve banks by directors so chosen as a vital 
defect in the law. Mr. Dawes has pointed out 
that the reserve act “provides for a dual trustee- 
ship and for the control of Federal reserve 
banks by bankers whose institutions will be in 
competition with the Federal reserve banks in 
the open loan market.” 

\s Mr. Dawes views it this situation is not 
desirable because, whatever the legal situation, 
the reserve banks are popularly considered “as 
hanks to be operated primarily, as well as sec- 
ondarily, in the public interest.” 

When it eventuates that these reserve banks, 
controlled by bankers, are controlling the credit 
situation, there will be a clamor for a change 
in management, and, Mr. Dawes thinks, the 
banks will suffer more from “the retention of 
control than from its elimination.” » 

This is a most interesting question, but it is 
not likely to assume an acute form until the 
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Federal reserve system has been developed to a 
much greater extent. The prediction of Mr. 
Dawes is important, as are other predictions in 
regard to the system. It permits the anticipa- 
tion of such a result by remedial amendments to 
the act. It is doubtful, however, if, at this time, 
any support could be marshalled for an amend- 
ment that would place the control of the reserve 
banks in government officials. Such an amend- 
ment was proposed by Senator Hitchcock of 
Nebraska when the bill was under consideration 
in the Senate; it had some sympathizers, but the 
theory of those in control of the bill was that 
the bankers should control the operating banks 
for which they furnished capital. Of course, if 
the government were to control, the government 
would necessarily have to supply the capital. 
And that is a different question. 


SAVINGS BANKS AND REDISCOUNTS 


In the “Federal Reserve Bulletin,” the monthlv 
publication of the Federal Reserve Board, is 
printed the informal regulation under which the 
rediscount of paper by a member bank may be 
made when the paper has been acquired from a 
bank which is not a member of the reserve sys- 
tem. The board has ruled that if the member 
bank is acting as the mediary through which 
the non-member seeks to secure the benefit of 
rediscount, the rediscount should be refused un- 
less permission is obtained from the Federal 
Reserve Board. But when paper offered for 
rediscount has been secured by a member bank 
from a non-member in the ordinary course of 
business and is presented to the reserve bank in 
good faith, the rediscount should be made. In 
other words, the question is to be decided ac- 
cording to the conditions of the transaction. It 
is made very clear, however, that the benefits 
of rediscount are not to be extended to non- 
member banks without permission of the Fed- 
eral Reserve Board. 

This ruling is made the more interesting in 
the light of the discussion before the Savings 
Bank Section of the American Bankers Associa- 
tion at Seattle. Savings bank officers have been 
giving much study to the matter of the liquidity 
of their assets. Restricted by state laws and 
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hampered by the customs and conditions of sav- 
ings banks, the great bulk of their assets is tied 
up in securities which can be converted into cash 
only under favorable conditions without severe 
loss. At the time when a savings bank is likely 
to be the most in need of funds with which to 
pay depositors, it is most difficult for it to 
obtain the means to pay. The exaction of the 
customary notice of withdrawal of deposits is, 
they argue, the means of destroying confidence. 
It protects the banks, but every time notice is 
exacted they sustain losses from which recovery 
is very slow. 

The Federal Reserve Act has made the assets 
of commercial banks liquid. It has made pro- 
vision for the safeguarding of the gold supply 
of the country and for its mobilization. But if 
public confidence is of equal importance with 
gold in upholding the credit structure, some- 
thing must be done to safeguard and mobilize 
public confidence. The confidence of the public 
is in the keeping of the savings banks. It is the 
savings banks that suffer runs from their de- 
positors, not the commercial banks. The refusal 
of savings banks to pay their depositors on de- 
mand by recourse to their right to demand notice 
of withdrawal of funds, does more to impair 
public confidence than all the reports of depres- 
sions and stringencies that can be crowded into 
the newspapers. 

If public confidence is to be safeguarded, then 
provision must be made wherepy the savings 
banks of the country can secure currency with 
which to pay their depositors on demand in any 
circumstances and under any conditions. Under 
the Aldrich-Vreeland law currency could be 
obtained by the deposit of securities of a kind 
which savings banks ordinarily have. Under 
the Federal Reserve Act currency can be secured 
only by the rediscount of commercial paper of a 
kind in which savings banks do not ordinarily 
deal, or in which they are forbidden by law to 
deal. Under the ruling of the Federal Reserve 


Board savings banks, many of which are not 
even eligible to membership in the reserve sys- 
tem, cannot secure currency even if they have 
rediscountable commercial paper. 

The framers of the Federal reserve law could 
not foresee everything. 
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GOLD IMPORTS 


If the promise of large imports of gold is 
brought to realization, the result is likely to be 
embarrassing. There is more money in the 
country than is needed to transact business, 
Over-expansion is more dangerous than con- 
traction. -The latter can be provided against; 
the former finds its expression in speculation, 
in the incurrence of business risks and in an 
increase in prices. If the banks of the coun- 
try were not so keenly aware of the present 
situation there would already have been trouble 
as the result of the excess of funds. Addi- 
tions to the bulk of idle money will do no 
good. But the situation is paradoxical. For- 
eign exchange is at an unprecedented discount. 
There seems to be no disposition on the part of 
American investors to buy the bonds of any of 
the warring nations even if an effort was made 
to sell them here. The return to this country 
of American securities owned abroad and their 
purchase by American investors, desirable as this 
may seem, serves in the end only to swell the 
balance in favor of this country. The funds 
realized by the sale of such securities are used 
to pay debts already incurred. The shipment 
here of gold from England and France will have 
a similar effect. It may rectify the exchange 
situation, but it is fraught with dangers and 
embarrassments. 


COTTON 


There is not so much hysteria over cotton this 
year as last. There is not so much cotton. The 
anticipation of difficulties in the financing of 
this staple crop is, however, met by preparations 
which take account of the ample facilities of 
the Federal reserve banks to handle the situa- 
tion, and not of the facilities of the people to 
buy a bale, or of the banks to subscribe to a 
cotton loan fund. 

In theory only is the situation complicated 
by the declaration of the allied countries of 
Europe that cotton is contraband of war. Under 
other circumstances such a declaration would 
limit the field for cotton sales by eliminating Ger- 
many and Austria. But they are already elimi- 
nated. By imperial decree Germany has limited 
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the operation of textile factories to the making of 
materials needed by the army. It is reported that 
the ingenious Germans have found that sawdust 
is as good a base for high explosives as raw cot- 
ton. In any event Germany’s supply of cotton 
must be very small and, whether cotton is contra- 
band or not, the hope that Germany will be a large 
purchaser of cotton is groundless. On the other 
hand, it is plain enough that England has no 
desire to excite American hostility by any decla- 
ration that cotton is contraband. To prevent 
such a result it has been hinted that England 
will make large purchases in this market. 

It is this condition of the cotton market or 
the fear of such a condition that has prompted 
action of various kinds for the slow marketing 
of the crop and preparation for meeting the 
financial needs of the planters. The Federal 
Reserve Board has made a careful examination 
of the situation, the bankers of Texas have been 
studying the situation and the reserve bank of 
Atlanta has already issued a letter instructing 
member banks and planters as to the methods 
to be followed if money advances are to be 
made on cotton before it has been sold. 

Perhaps it is not the business of the Federal 
Reserve Board or of any reserve bank to take 
account of anticipated difficulties in the financing 
of any crop. This is the concern of the banks 
that are members of the system and of. banks 
that are not. The reserve banks, it would be 
natural to expect, would make or refuse loans 
on cotton according as the application therefor 
were in compliance with their rules. It may be 
that the reserve banks will not be called upon 
to finance the cotton crop at all. It is doubtful 
if there will be any sudden accession to the busi- 
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ness of the reserve banks because of the general 
crop movement. It is a long time since the 
banks of the country were in so good position 
to handle the crops as they are this year. Sur- 
plus reserve money is held in huge quantities. 
It will doubtless be put to work before the re- 
serve banks are called upon for assistance. 

In view of the condition of the banks no great 
importance is to be attached to the proclamation 
of Secretary McAdoo that the Treasury Depart- 
ment is ready to deposit $30,000,000 in gold in 
the three southern Federal reserve banks as a 
means of making it casier to finance the cotton 
crop. Nor is there any reason why, if govern- 
ment funds are to be deposited in the reserve 
banks, they should not be deposited in all twelve 
and under ordinary conditions. The Federal 
Reserve Board has had a committee of which 
W. P. G. Harding is chairman and this commit- 
tee has studied the cotton situation. So far as is 
known the Federal Reserve Board, as the result 
of its studies, has made no request for the deposit 
of government funds in the southern banks or in 
any particular banks. Moreover, the Federal Re- 
serve Board has full power to compel the Federal 
reserve banks, which would not be directly con- 
cerned in the cotton movement, to rediscount for 
the banks that are so concerned. The utilization 
of government funds, deposited without interest 
and for a specific purpose in the reserve banks or 
other banks, would be the grafting of nineteenth 
century banking methods upon what is supposed 
to be a modern and scientifically devised system 
of banking. Secretary McAdoo’s offer is a fine 
demonstration of government paternalism, ap- 
parently prompted by the assumption that south- 
ern cotton planters are in need of charitable 
ministrations. 


© ¢ © 
SURE! WE KNEW IT ALL THE TIME! 


California, August 14, 1915. 
Editor The Journal-Bulletin: 


Sir—Referring to your article on “A Moment with 
a Muckraker,” in the August Journal-Bulletin, we beg 
to report that business was suspended in our two banks 


in this city on August 15 from twelve noon until five 
minutes thereafter, as suggested by you. 
It was also suspended for the rest of the day— 
being Sunday on the Pacific Coast. 
CASHIER. 
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Forty-First Annual Convention 
American Bankers Association 
Draws Big Gathering at Seattle 


Addresses Delivered of Unusual Significance— 
Ex-President Taft Reviews Political and 
Economic Conditions—“Self-Defence” Dis- 
cussed by Henry D. Estabrook—Problem of 
Trust Company Powers in Relation to 
National Banks—Liquidity of Savings Bank 
Assets Considered from a New Viewpoint. 


ican Bankers Association opened in Seattle 

with an attendance approximating one-fifth of 
the membership of 15,000. Westward travel accounts 
for the large number who were present to make the 
convention one of the most successful in the history 
of the organization. It was the fourth convention of 
the American Bankers Association on the Pacific Coast. 
The meetings have been held twice in San Francisco 
and once in Los Angeles. 


To forty-first annual convention of the Amer- 


Not only in point of attendance was the conven- 
tion a great success but, owing to the transition in 
banking laws and banking customs the business trans- 
acted was of unusual importance, and the addresses 
delivered and the subjects discussed had unusual sig- 
nificance. Conspicuous among the speakers was ex- 
President William H. Taft, whose subject, “The Trend 
of Political and Economic Thought in the Generation 
Just Closing,” permitted a review of conditions in 
which every banker and business man is vitaliy inter- 
ested. Of almost equal significance was the address 
of Henry D. Estabrook of New York who, under the 
title “Self Defence,” discussed the question of the 
preparedness of the nation for war. 


The problems considered in the meetings of the 
Trust Company section and of the Savings Bank sec- 
tion were not less important and interesting to bankers. 
The constitutionality of what is briefly known as Sec- 
tion 11 (k) of the Federal Reserve Act is under legal 
assault by the trust companies of the country. It is 
this paragraph which authorizes the Federal Reserve 
Board to confer trust company powers on national 
banks and such powers have been conferred in many 
cases. Henry M. Campbell of Detroit, who is of 


counsel for the trust companies which have trought 
the test case, read a paper in which the law relating 
to the subject was unfolded and the principles which 
underly the exercise of trust company functions were 
elucidated. 
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In the Savings Bank section there were two great 
questions discussed—one, under the general title “The 
Railroads and the People,” involved the discussion of 
capital issues and security values and the causes which 
have made the former difficult of absorption and the 
latter the subject of high rates of interest. William 
Sproule, president of the Southern Pacific Railway, 
discussed the subject from the viewpoint of the rail- 
roads which are the great absorbers of capital, and 
Dr. John Wesley Hill, a profound student of economic 
conditions, discussed the subject from the viewpoint 
of the people. Savings banks are the collectors of 
capital and its reservoir. Their officers are vitally in- 
terested in all questions that have a bearing on capita! 
and the returns therefrom. In this discussion they 
were permitted to hear accurate information on both 
sides of the question. The discussion that followed 
was not less interesting than the addresses themselves. 


Before the same section came another matter of 
perhaps greater moment. George E. Edwards, presi- 
dent of the Dollar Savings Bank of New York, read 
a paper on the liquidity of savings banks in which the 
position of those institutions was considered from 
practically a new viewpoint. It was the contention of 
Mr. Edwards that while commercial banks are con- 
cerned with the credit situation of the country, savings 
banks, as protectors of the money accumulations of 
the people, are the guardians of public confidence. By 
the Federal Reserve Act the assets of commercial banks 
are made liquid and as they have been relieved from 
subjection to rigid reserve requirements, they can 
protect the country’s gold supply. The law has taken 
no account of the fact that public confidence in the 
stability of the banking system is of equal importance 
with the mobilization of gold reserves. The savings 
banks can protect themselves by exacting of their de- 
positors notice of intention to withdraw funds, but 
in doing this, instead of upholding public confidence, 
they impair it. Mr. Edwards contended that not until 
the savings bank can pay on demand will the banking 
system of the country be on a perfectly safe founda- 
tion. 


The reports of the officers of the American 
Bankers Association showed the organization to be in 
a flourishing condition from every viewpoint. In its 
service to members it has never been more competent 
than in the last year and never has it responded to 
the needs of banks for co-operative service so ade- 
quately. While the membership has passed the 15,000 
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mark the net gain in members for the year was not the 
larcest in the history of the organization, but the in- 
crease was gratifying because of the constantly de- 
creasing amount of raw material from which new 
members may be drafted. There is a strong tendency 
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toward the consolidation of banks, the result of which 
is found in the quantity of the members. 

A news report of the convention will be published 
in the October Journal-Bulletin. Following are some 
of the addresses and reports presented. 


ANNUAL ADDRESS OF THE PRESIDENT 


WILLIAM 


These annual gatherings are milestones which mark 
our banking progress. 

Since our Richmond convention last October many 
events of vital importance have been crowded together, 
often too swiftly for realization and analysis, so se- 
riously have they affected our lives and fortupes. A 
farther perspective will result in clearer vision. 

We are meeting in the midst of strange and stir- 
ring days, saturated with the romance of world changes. 
History is being made on every continent and new maps 
are being drawn with a pen remorselessly dipped in the 
blood of strong men and of innocent women and children. 

In Europe war has continued its progress with in- 
creasing military ferocity, economic devastation and loss 
of human life. In America the situation has served to 
reveal the marvelous material resources of the United 
States. After recovering from the first paralyzing 
shock, our leaders began energetically and resourcefully 
the task of repairing shattered confidence and effecting 
tlhe resumption of normal commercial activities and in- 
dustrial operations. Transportation interruptions by sea 
and land were overcome. Emergency measures previously 
provided gradually enabled banking transactions to pro- 
ceed along the usual lines; the stock exchanges were 
opened on December 12 under certain restrictions after 
having remained closed about four and a half months, and 
international and domestic traffic have since been con- 
ducted under abnormal influences and extraordinary 
difficulties. 

During the year you have seen sterling exchange 
rise to its maximum price of two generations, and sink 
to its minimum. You have seen interest rates uncom- 
fortably high and again discouragingly low; you have 
see wide fluctuations in the values of our staple .products; 
you have seen economy practiced till, as a consequence, 
retail trade suffered severely. 

Manufacturers in many branches have not been able 
simultaneously to meet the combined effects of tariff 
changes, the unusual shifting of prices of both taw ma- 
terial and products under war conditions, and recently 
che demoralizing competition for skilled labor by the 
contractors for war supplies. As soon as business is 
resumed on a large scale we are going to face most un- 
usual labor conditions. Practically no immigrants are 
coming in at the present time; our normal movement 
averages about 100,000 per month. 


Those industries concerned in the production and 
distribution of foodstuffs have been least injured. 
Leather has been strong and active; the automobile in- 
dustry has been surprisingly stimulated, due in great 
measure to the war. On the other hand, textiles have 
been irregular and difficult. Construction and all prod- 
ucts purchasable by the railroads have been slow and 
dull. Our coal tonnage exceeds the combined tonnage 
of the products of agriculture, forests, manufactures and 
animals. The success of many of our railroads, there- 
fore, depends upon manufacturing activity. The rail- 
roads have been suffering from a four-fold burden of 
decreased tonnage, decreased freight rates and the in- 
creased costs of labor and money, but they are pluckily 
overcoming their difficulties. 

As a whole, production is irresistibly increasing; 
unemployment is slowly and steadily decreasing; dis- 
tribution is quietly broadening. 

The unprecedented prices for some of our agricul- 
tural and industrial products have revitalized stagnant 
labor generally, oesides strengthening the position of our 
most important interest, farming. ‘The United States 
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has grasped its unique opportunity to become a larger 
factor in international finance and commerce. _ Every 
business man’s life has been affected more or less by 
these events. Some have used their opportunities to 
advantage, while many others have sustained severe 
losses because they were_so situated that they could not 
adjust themselves profitably to the suddenly changed con- 
ditions. New political problems have been thrust upon 
our Officials for immediate solution. 


Last fall when Europe needed the surplus of our tw» 
most bountiful crops, wheat and cotton, we harvested for 
the first time, by a rare coincidence, over 936,000,000 
bushels of wheat and gathered over 17,000,000 bales of 
cotton; hence our amazing international credit trade 
balance for the year ending June 30, 1915, amounting to 
$1,094,000,000. This immense balance has created serious 
exchange problems for European merchants and govern- 
ments. Let us not forget, however, that over $220,000,- 
000 of this export excess as compared with the previous 
year was caused by the decrease in imports of raw 
material in connection with our retarded industrial activ- 
ity, accompanied by idleness and suffering on the part 
of wage earners in many of our manufacturing centers. 

Several of our strongest assumptions have proven 
erroneous. Our stock of gold was not exhausted by for- 
eign shipments; in fact, international exchanges gradually 
turned in our favor. Our cotton exports were not cut 
in five as predicted, but exceeded ninety-two per cent. of 
the previous year’s volume. Our copper industry was not 
ruined, but has been stimulated. Our stock exchanges 
have not been overwhelmed by a flood of distressed Amer- 
ican securities sold at sacrifice prices by European hold- 
ers, but we have readily absorbed all offerings. Our 
issues of emergency currency amounting to $384,000,000, 
and of clearing house loan certificates amounting to $212,- 
000,000, nearly $600,000,000 in all, did not long remain 
outstanding, but reduction and redemption took place 
promptly and they were practically all retired by the 
middle of January, 1915. The timely visit of Sir George 
Paish, the special representative of the British treasury, 
paved the way for a perfect understanding as to the 
soundest and simplest methods of resuming international 
trade with and payment to Great Britain, who is our 
largest customer, buying annually from us, if we include 
Canada, over $1,000,000,000 worth of merchandise, or 
about three times as much as our next best customer, 
Germany. Our fundamentals were never more sound 
than now. At the present time the iron market, the 
barometer of our national trade, is strong and active. 
We are witnessing activities in metals, both as to produc- 
tion and fabrication, beyond precedent, and the producers 
of steel, copper, zinc and other metals have seen soaring 
prices as well as new records in volume. As always, we 
have sold most of our products in the form of raw ma- 
terial, other nations deriving the profit from manufac- 
ture. The New York Stock Exchange is vigorously 
celebrating its new lease upon life with a speculative 
orgy in some issues which is causing thoughtful men no 
little concern. This is.caused mainly by the unprece- 
dented plethora of funds congested in New York City, 
where funds were loaned as low as one per cent. on call. 

On November 16, 1914, the Federal reserve banks 
were opened, starting too late to afford relief during the 
financial stringency, as the retirement of emergency cur- 
rency was by that time in full swing. Unfortunately 
this contraction was not sufficient to meet the reduced 
requirements of commercial depression combined with 
speculative inactivity, and for the past six months at 
least we have been suffering acutely from redundant cur- 
rency, a condition in many respects more dangerous than 
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a stringency. We have not as yet an elastic currency. 
Contraction ceased when emergency issues were retired, 
and substantial amounts of Federal reserve notes are 
being steadily put out, adding to the unhealthy plethora. 
We have witnessed rates so low that neither banks, cus- 
tomers nor investors are benefited. Cheap money in- 
duces speculation and unsafe credit expansion. The 
recent activities on stock exchange would have occurred 
in some other class of securities even if the war stocks 
had not taken the center of the stage. Excessive specu- 
lation, as always in the past, will follow the presence of 
redundant money until the proper devices for contraction 
are perfected and operated. 

The Federal Reserve Act provides a comprehensive 
plan for American banking co-operation. The responsi- 
bility for working out important details rests upon the 
Federal Reserve Board. They are doing this admirably 
and conscientiously and have exhibited willingness to 
make changes where trial has shown that they are mis- 
taken, and that is a most hopeful sign. The principal 
features of the system will remain a part of our per- 
manent banking fabric, but in all probability there will 
be various amendments to the act as their necessity be- 
comes apparent. National banks located in the larger 
cities should be authorized to operate branches. Our 
principal cities are growing rapidly in area as well as 
population, and oftentimes banking facilities are re- 
quired in remote sections where sufficient business does 
not exist at the moment to cover the overhead cost of 
first-class management for an independent institution. 
lor the sake of economy and convenience it should be 
possible for a national bank to have a reasonable number 
of branches in any part of the city in which it is located, 
if the population exceeds 200,000. The utility of such a 
plan has been proven by the experience of the state 
chartered institutions in several of our cities—notably in 
Detroit, New York and New Orleans. 


The strength of the Federal Reserve Board in shap- 
ing the conduct of the twelve banks has given us in many 
respects practically a central bank, but without its econ 
omy and simplicity. The advocates of a central bank 
have noted with approval arrangements made for con- 
tributions to the central gold fund in Washington and 
the numerous regulations for the conduct of the twelve 
Federal reserve banks laboriously perfected and promul- 
gated by the Federal Reserve Board, just as the head 
office of a central bank would have performed the same 
function. 


As yet nine of the twelve banks have had no general 
opportunity to demonstrate either their usefulness or 
their earning capacity. They are all well managed by 
the practical and experienced men selected as directors 
by their owners, the national banks of the country. It 
is certain that they will earn more than their dividends 
under normal business conditions, because they are oper- 
ating under a distinct advantage over other banks of 
similar size in that they do not pay either interest on 
balances or circulating notes, taxes or exchange charges 
and have eliminated the more expensive and risky 
processes of modern banking. ‘The national banks have 
deposited a portion of their reserves as required by law; 
the collection system has been put into effect to a mod- 
erate extent, and a reserve of about $250,000,000 in gold 
assembled. 

As indirect benefits the system teaches the superior 
value of liquid assets in the form of short-time commer: 
cial paper, and will in due course of time effect general 
co-operation in mobilizing reserves and stabilizing inter- 
est rates. The system has designated official leadership 
in national finance, and later on will probably create a 
real international discount market, assisting the estab- 
lishment of our trade with the other nations. 

In the meantime the discrimination against bonds by 
the Federal Reserve Act, coincident with the other diffi- 
culties of the railroads, has served to aggravate the 
economic changes which have caused enormous shrinkage 
in the values of securities held by national banks. 

The Federal reserve system has not yet been fully 
tested. The country still awaits the action of two most 
important factors in its operation, namely, the entry of 
the state banks as members and the removal of govern- 
nent deposits from the independent treasury. It cannot 
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be questioned that all commercial banks, no matter where 
their charters are derived, together with the Secretary 
of the Treasury, should finally co-operate with the system 
if we are_to co-ordinate all elements in our sphere of 
commercial finance. 

In completing the Panama Canal, and opening it to 
the ships of the world, we have shown what American 
brains, resources nd courage can do in winning where 
other nations have failed. Today the people of the 
Atlantic seaboard are sharing with you the effects of 
this big undertaking upon exports and imports. In the 
construction of the waterway there is glory enough for 
all, and with the story of the Panama Canal will be 
linked forever the names of Roosevelt, Stevens, Wallace, 
Shonts, Goethals, Gaillard and Gorgas. The digging of 
this fifty-mile ditch completed a plan that had been in 
the minds of men for over four hundred years. It cuts 
in half the ocean distance between Seattle and New 
York, and in its creation of new values compares with 
the other two great trades made on behalf of this coun- 
try—the one by Jefferson, when in 1803 he made the 
Louisiana purchase from France for $15,500,000, and the 
other by Seward, when in 1867, during the Presidency of 
Andrew Johnson, he bought Alaska from Russia for 
$7,200,000. The complete canal will probably cost $325,- 
000,000, and aside from its commercial value and stra- 
tegic importance in time of war will rank with the noted 
engineering achievements of the century. 


A few words about the near future. We have rea- 
sons to believe that our financial position will strengthen 
steadily as the European war progresses; that our de- 
voted President will be successful in preserving neutral- 
ity. When war ends, what will it mean to us as a na- 
tion? We shall be rich enough and generous enough to 
contribute liberally toward the help of the needy; to as- 
sist in the reconstruction of some of the ruined nations: 
to give employment to the mass of immigrants who will 
probably rush to our shores; to compete vigorously with 
the stronger nations in seeking foreign trade. 


Shall we have made heavy sacrifices and assumed 
serious risks for the sake of humanity, or shall we have 
ceased advocating the cause of the oppressed of other 
countries? Shall we find that on account of the enor- 
mous profits extracted from the dire necessities of the 
belligerents we have devoted our attention more to ma- 
terial gain than to the moral and spiritual influences 
which should accompany our traditions regarding human 
liberty? We are on the eve of world-wide changes in 
every department of life. The responsibility rests upon 
each of you who are the leaders in thousands of commu- 
nities to use your influence with wisdom and conservatism 
in shaping sentiment and the conduct of affairs. 


The new Constitution of the Association has now 
been tested for two full years; practical use has dem- 
onstrated the wisdom of its framers. The Constitution 
imposes large responsibilities upon the Administrative 
Yommittee, which meets at frequent intervals, and in 
the interim between meetings exercises the powers of 
the Executive Council. The members of this important 
committee become thoroughly conversant with the varied 
activities of the Association and advise promptly and 
frequently with the General Secretary and various de- 
partmental heads regarding all matters of moment. 


A wise provision of the Constitution requires that 
members of the Council shall be classified as to their 
terms of service and so arranges the personnel of all 
committees that at no time is one of them composed of 
new and inexperienced members. 

Your aggressive and industrious General Secretary 
again announces an increase in the total membership 
of the Association, which for the first time exceeds 
15,000. The Association has grown steadily in member- 
ship and has been for many years a center for the 
crystallization of ideas and action on all manner of 
banking subjects. It is now in touch with the great 
majority of the bankers of the country, and we expect 
to see it grow in influence as well as in numbers as 
time goes on. 

To the officers who are in touch with the various 
affairs of the Association it is evident that many mem- 
bers are not sufficiently familiar with its machinery and 
its various activities, and do not utilize to the full ad- 
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vantage the facilities which the Association affords. 
Comparatively few of our members realize the diversity 
of the Association’s interests, its numerous functions 
and the wide range of its possibilities for usefulness. 

This organization, originally formed by the volun- 
tary action of a few bankers, has specialized its work 
and organized one department and one section after an- 
other until now its operations cover every field of bank- 
ing co-operation possible for such a body. Many who 
have its interests sincerely at heart feel that the crea- 
tion of additional sections is unwise. The General Of- 
fices are thoroughly organized and, under the exceptional 
executive supervision of your General Secretary, transact 
a vast amount of conscientious, well-finished work. But 
the organization is capable of still greater efliciency, 
which may be brought about by centralizing and com- 
bining the operations of the several sections in the 
hands of one Assistant Secretary. 

In the matter of finances you will note the in- 
creased income which is reflected in the cash balance 
on hand at the end of the fiscal year of $36,097.75 as 
compared with $20,152.70 for 1914. Upon the same 
basis the income for this year amounts to $238,508.90 
as compared with $233,915 for the year 1914. 

The affairs of the American Bankers Association 
have been conducted upon the theory that, as the dues 
are comparatively small, it is better not to decrease them 
but rather to expend wisely and judiciously and for the 
benefit of all our members any increased income. 

During the year the twelve Federal reserve banks 
have responded to our invitation and, with the consent 
of the Federal Reserve Board, have become members of 
our Association. 

At Richmond there was appointed a Special Com- 
mittee of Twelve to confer with the Federal Reserve 
Board and consider possible amendments to the Reserve 
Act which would make membership in the new system 
more advantageous, or less disadvantageous, to the state 
banks. Circumstances have made it impracticable for 
this committee to accomplish the objects for which it 
was appointed. After a careful consideration of the 
matter at the May meeting of the Executive Council it 
seemed best to recommend the discharge of the com- 
mittee from further labors. 

The premier banking event of the year is, of course, 
the opening of the Federal reserve banks. Your Asso- 
ciation has, for many years, repeatedly urged upon Con- 
gress the necessity for banking and currency reform. 
Finally, in 1906, you appointed a Currency Commission, 
of which the Hon. A. Barton Hepburn was elected chair- 
man, and he still holds that position. This Commission 
is composed of active and experienced bankers repre- 
sentative of all parts of the country, and was charged 
with the duty of assisting legislators in framing a suit- 
able banking law. Without going into details as to the 
various operations of the Commission, it is sufficient to 
say that during the whole time the Federal Reserve Act 
was in the making the Currency Commission of the 
American Bankers Association was in close touch with 
the situation and frequently, by friendly criticism and 
counsel, directed the legislation along wise lines. The 
Commission is still in existence, and while it is quiescent, 
it awaits only the demand of necesstiy for further partic- 
ipation in creative labors. —_ 

The important educational work of the Association, 
which is conducted through the offices and efforts of the 
American Institute of Banking, continues to be quietly 
and efficiently performed. With an increased and in- 
creasing number of students and with the improved 
methods which result from long experience, this phase 
of your work yields to none in importance and in the 
value of results achieved. It is a work not only of 
today, but of the future. Thousands of the junior of- 
ficers of banks are entering upon their duties more thor- 
oughly equipped than their predecessors, and the bank- 
ing profession as a whole is bound to derive great benefit 
from the Institute’s work. In perfecting the complete 
course of instruction the Institute has had the invaluable 
co-operation of the Board of Regents, of which Profes- 
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sor O. M. W. Sprague of Harvard University is the 
chairman, and the other members are: Professor E. W. 
Kemmerer, of Princeton University; Harold J. Dreher, 
of Milwaukee; C. W. Allendoerfer, of Kansas City, and 
George I. Allen, of New York. 

Under the auspices of your Agricultural Commission 
a notable conference was held in Chicago July 7 to 9, 
1915. 'The Chairman of the Commission, B. F. Harris, 
has brought this work to a high degree of success. He 
has succeeded in interesting not only the bankers but 
the farmers and the farm journals, which are co-operat- 
ing earnestly and giving important and highly valued 
publicity. The work of the Agricultural Commission is 
highly important. It affects our greatest interest— 
farming—and is rapidly bringing about a closer under- 
standing between the bankers and that large body of 
their customers who directly or indirectly derive their 
living from the cultivation of the soil. 

The Insurance Committee is getting excellent re- 
sults from its efforts to improve the form and reduce the 
cost of fidelity bonds and burglary insurance. 

The Finance Committee, which was constituted to 
supervise the finances of the Association, is performing 
its work adequately and with results which show in the 
splendid condition of the Association. The Committees 
on Law, Federal Legislation and Membership have also 
given strict attention to their duties along their respect- 
ive lines. 

The work of the Sections of the Association has 
been performed to the signal satisfaction of members. 
Three of the Sections have had special matters to enlist 
their attention, and the State Secretaries Section has 
always been in co-operation with the Association. The 
Trust Company Section has been studying particularly 
the provisions of the Federal Reserve Act which relate 
to the admission of state banks. The Savings Bank Sec- 
tion is preparing for the hundredth anniversary of the 
establishment of savings banking, and the Secretary 
of the Clearing House Section had an active participa- 
tion in devising the new plan for check collections under 
the Reserve Act. The vacancy caused by the resigna- 
tion of E. G. MeWilliam as Secretary of the Savings 
Bank Section has been filled by the election of M. W. 
Harrison, who has taken up the work with intelligence 
and vigor. The position of O. Howard Wolfe, who re- 
signed as Secretary of the Clearing House Section to 
accept a banking position, has not yet been filled. 

The Legal Department of the Association, guided by 
the master hand of General Counsel Paton, has developed 
a field of service generally used by the members and 
highly appreciated. 

The Protective Department, whose conduct requires 
close attention to an infinity of detail, has been con- 
ducted along the lines of practical usefulness and has 
had the commendation of the membership. 

During the year the Department of Public Relations, 
which was established by vote of the Executive Council 
on October 15, 1914, has been organized under the man- 
agement of A. D. Welton, whose training in journalistic 
and civic work equips him exceptionally for this re 
sponsibility. This department is intended to disseminate 
through the Journal-Bulletin and through other chan- 
nels such information as will keep the public in touch 
with the activities of the Association and will also keep 
the members of the Association advised in regard there- 
to. It has developed rapidly into an exceedingly usefyl 
part of the Association’s machinery, and yet we feel 
that at present it is only in its infancy. You have 
doubtless noted the marked improvement in the form 
and character of the Journal-Bulletin and the quality 
and arrangement of its editorial matter. It is the pur- 
pose of the Council that these improvements shall con- 
tinue until the Journal-Bulletin wins recognition as an 
authoritative financial force. 

The Library and Reference Department is discharg- 
ing its duties and awaits your requirements before more 
books of reference value are added. The collection is 
being constantly increased at the discretion of the capable 
and industrious Librarian. 
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ANNUAL REPORT OF THE GENERAL SECRETARY 


FRED, E. FARNSWORTH 


To the American Bankers Association: 

GENTLEMEN: I respectfully submit my report as 
General Secretary of the American Bankers Association 
for the period from September 1, 1914, to August 14, 
1915. The fiscal year of the Association ends on August 
31, but the early date of the convention made it necessary 
to balance the books and prepare the usual reports at an 
earlier date than is customary. 

For details of Association activities during the past 
year I desire to call your attention to the information 
contained in the various reports submitted by the officers 
of the Association, the Sections, commissions, commit- 
tees and departments which are made during the sessions 
of the convention. It is my purpose to give an outline 
of this work in the briefest manner and to deal more 
fully with matters pertaining directly to my administra- 
tion of the general business of the Association and its 
finances, as I am called upon to do so. 


Executive Council 

Fach year brings a large increase in the membership 
of the Association. Every annual convention shows an 
increased attendance. Each year it becomes more ap- 
parent, therefore, that the business of the Association 
must be transacted by the Executive Council and to that 
body must fall the duty of deliberating upon and discuss- 
ing the various matters affecting the operation, progress 
and welfare of the Association. 

The constitutional provision which confines the mem- 
bership of all standing committees to members of the 
Council has been justified in practice. As it is now 
organized the Executive Council has a greater efliciency 
and a better understanding of the work of the Association 
than was possible under the old constitution. 

The Spring meeting of the Executive Council was 
held at the Hotel Chamberlin, Old Point Comfort, Va., 
May 3, 4 and 5, 1915. The absentees were few and their 
absence was unavoidable. The business of the Associa- 
tion received the most careful consideration of those 
present and the action of the Council was harmonious 
in every respect. 

The new Council which will be organized at the close 
of this convention will comprise twenty-five members in 
the one-year class; thirty in the two-year class, and 
twenty-five in the three-year class. 

Occasionally expression is given to the opinion that 
the Executive Council is too large and too unweildy for 
the most efficient transaction of the business of the As- 
sociation. This expression can come only from those 
who are not familiar with the methods of the Council 
and the manner in which it goes about its work. 

I doubt if the present form of representation on the 
Ceuncil can be improved. It is equitable, and it is so 
divided geographically that every state has representation 
based on the number of its members in the Association ; 
thus each state contributes an influence on the work of 
the Association «and develops an interest in it that could 
probably not be so well secured in any other way. 


Sections of the Association 


The Sections of the Association during the past 
year have, as usual, been most active in promoting the 
particular interests of the banks directly interested in the 
work they are doing; I can point with satisfaction to the 
fact that there has never been a year during the period 
in which I have served the Association where there has 
been such hearty co-operation between the Sections and 
the various officers of the Association. 

The Trust Company Section has had problems of 
serious import to consider and has been most active in 
the promotion of discussion of these problems, particu- 
larly in their relation to trust company affairs as affected 
by the Federal Reserve Act. The annua! dinner of the 
Trust Company Section was held at the Waldorf-Astoria 
in New York on Friday evening, May 7, 1915, and, like 
the dinners that preceded it, was largely attended and 


most successful. 
On February 1 the Savings Bank Section lost its 
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efficient Secretary, E. G. McWilliam, who was called to 
fill an important position in Los Angeles, Cal. In May 
M. W. Harrison was chosen as his successor. Mr. Har- 
rison has taken hold of the work with much vigor and 
has shown such initiative and resourcefulness as to in- 
sure continued progress. Not only are the general inter- 
ests of the members of the Section being carefully studied 
but the thrift movement, which has been a feature of the 
work in the past, is now being developed along new lines 
which promise even greater success. 

In Nevember, 1916, will come the hundredth anni- 
versary of the establishment of banks for savings in the 
United States. Plans and preparations for the celebra 
tion of this event are already under way, and by way of 
general celebration it is planned to make 1916 a year of 
thrift in which all banks may join, and special efforts 
will be made to encourage savings through educational 
work to the end that the production of capital may be 
increased. 

The Clearing House Section has also lost the sery- 
ices of its Secretary, O. Howard Wolfe, and his successor 
will be chosen during the Seattle convention. Mr. Wolfe 
returned to the bank in Philadelphia with which he was 
formerly connected. His excellent work and that of the 
Section during the past year, when clearing house prac- 
tices and methods have been in revolution as the result 
ot the new bank law, needs no comment at this time. 

The thirteenth annual convention of the American 
Institute of Banking Section was held in San Francisco 
August 18-20. Each succeeeding convention of the In- 
stitute marks the progress that is made. During the 
past year the Institute has shown an increase in mem- 
bership and there has been manifested even a stronger 
desire on the part of its officers and members to broaden 
its work and bring it to the highest point of excellence. 
The Bankers Health Commission, which grew out of 
Institute needs, has been making decided progress, and it 
is confidently predicted that its development will show 
the wisdom of those who organized it. 

The State Secretaries Section has been in co-opera- 
tion with the Association at all times and in all phases 
of the general work. The assistance of the State Sec- 
retaries has been particularly valuable in committee work 
and in that field where joint action of committees of the 
American Bankers Association and the state associations 
was necessary to the greatest efficiency. 

To Secretaries P. S. Babcock, EF. G. McWilliam, M. 
W. Harrison, O. Howard Wolfe, W. W. Bowman, Presi- 
dent, and George H. Richards, Secretary of the State 
Secretaries Section, I wish to extend by thanks for their 
co-operation during the past year and I wish to con- 
gratulate them on the success of their work. 

Secretaries McWilliam and Wolfe served the Asso- 
ciation faithfully and successfully for three years; and 
it is with regret that their connection was severed with 
the Association. It is, however, with a feeling of much 
satisfaction that their promotion -to new fields of labor 
was a distinct recognition of their ability. 

Great credit is due to George E. Allen, Educationaal 
Director of the American Institute of Banking. His 
alertness, zeal, energy and resourcefulness have had mu) 
to do with the progress of the Institute. The support 
of the officers of the Institute has been most valuable, 
but this Association is especially indebted to Mr. Allen 
for the time and attention he gave to the editing and pub- 
lishing of the Journal-Bulletin during the illness of W. 
W. Waine. the associate editor. For some months Mr. 
Allen carried this work along in addition to discharging 
his duties to the Institute. 


National Bank Section 


At the convention in Detroit in 1912 a petition was 
presented by a number of national banks asking that a 
National Bank Section of the Association be organized. 
At that time the Council did not look with favor on the 
proposition. In the new constitution provision was made 
for such a Section and if the council consents it can now 
be easily organized. I understand that a proposal to 
organize such a Section will be submitted to the Execu- 
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tive Council at the Seattle convention. There are appar- 
reasons Why the proposal should be favorably re- 
ceived. All the national banks are members of the Fed- 
eral reserve system. Experience has already shown that 
changes in the Federal Reserve Act are desirable and, 
in respect of some provisions, are necessary. Moreover, 
the interpretation of the Federal Reserve Act through 
the rules and regulations promulgated by the IWederal 
Reserve Board is a matter of great importance to na- 
tional banks. It would be within the province of a Na- 
tional Bank Section to consider all matters pertaining 
to the amendment and interpretation of this law and there 
would seem to be much work for such a Section. 


ently 


Journal-Bulletin 


At the convention held in Richmond last year there 
was discussion in the council meeting as to the scope of 
the Journal-Bulletin. The tendency had been to keep the 
Association’s publication within narrow lines. However, 
there was 2 growing demand on the part of the mem- 
bers for a widening of its field and the consequent increase 
in its usefulness. As a result of the discussion at Rich- 
mond and by authorization of the Administrative Com- 
mittee, the Journal-Bulletin has been greatly improved, 
in my opinion, within the year. This result has been 
achieved and the development of the publication is large- 
ly due to the acquisition of A. D. Welton, now editor, 
and George Lewis, now associate editor. At the Rich- 
mond meeting a special committee was appointed and 
charged with the duty of reporting on the advisability 
of separating the Journal from the Bulletin and of pub- 
lishing the reports and matters of some of the depart- 
ments in the form of supplements. This committee re- 
ported at the spring meeting, there being a majority 
und minority report. These reports were referred to the 
Administrative Committee which was given the power 
to decide. An important suggestion of the special com 
mittee was that the report of the Protective Department 
be printed separately. This suggestion was given effect 
July 1. I believe it is a most desirable change. “It will 
benefit the Protective Department because the supple- 
ments can be placed in the hands of those directly in- 
terested in the reports without taking from others the 
copy of the Journal-Bulletin. 

The circulation of the Journal-Bulletin is now ap- 
proximately 31,000 copies a month. It is being freely 
quoted by financial journals and the press of the coun- 
try and its articles are widely discussed. Lettters of 
commendation from members have been received from 
all parts of the country, and it is the hope of the editors 
and the publisher that it will grow in efficiency as time 
passes. 

Legal Department 

No division of the Association’s activities has de- 
veloped more in importance than the Legal Department 
under the able conduct of General Counsel Thomas B. 
Paton. The department had outgrown its offices and a 
new suite was fitted up for Mr. Paton, more commodious 
und better adapted to the accommodation of his staff 
of assistants and his ever-incrensing law library. Mr. 
Paton’s report will cover very fully the work of his of- 
fice and the many important matters on which he has 
ucted during the year. The giving of legal opinions to 
the members of the Association and the increased de- 
mands upon Mr. Paton, of necessity require patient 
study, deliberate thought and absolute correctness. No 
opinion goes from Mr. Paton’s oflice until it bas had 
his most careful consideration; it is my belief that his 
opinions are so carefully thought out that the risk of 
error or wrong construction of the law is reduced to a 
minimum. 

State Associations 

There are now forty-eight state bankers associa- 
tions and forty-nine including the District of Columbia. 
For several years I have made special efforts to bring 
about the organization in every state of an association 
of bankers, and it is more than gratifying that I cap 
now report this as an accomplished fact. The last state 
to organize was Rhode Island, which formed an asso- 
ciation early in Apvil of this year. 
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the list. Their activity and progressiveness depends, of 
course, to a large extent on the size of the state and the 
number of banks which contribute to the support of the 
organization. In a large number of instances, however, 
the work that is being done by these state associations 
is not excelled by that of any organization of any kind 
or class in the country. With this aggregation of state 
associations ind the American Bankers Association there 
is a combination which is unrivaled in its powers and 
potentialities. 

As in the past, the General Secretary has endeav- 
ored, so far as time has permitted, to visit state asso- 
ciations, members of the American Bankers Association 
in the various states and kindred organizations. Where 
it has been impossible to visit the conventions the Gen- 
eral Secretary has attended state association banquets, 
the banquets of Group Organizations, and dinners and 
other functions of the American Institute of Banking. 
He attended the conference held under the auspices of 
the Agricultural Commission in Chicago in July, the 
joint convention of the six New England states at New 
london, Conn.; the meeting of the Maine National 
Bankers Association, and the state conventions of 
Florida, Maine, New York and Michigan. In this man- 
ner contract is obtained with some thousands of bankers, 
as the conventions had uniformly a large attendance. 
The Association tas also been competently represented 
ut many state conventions by President William A. Law, 
Vice-President James K. Lynch, General Counsel Thomas 
Bb. Paton, Assistant Secretary William G. Fitzwilson, 
B. IF. Harris, Chairman Agricultural Commission; 
George Ic, Allen, O. Howard Wolfe, B. A. Ruffin, Secre- 
tury of the Insurance Committee; L. W. Gammon, M. 
W. Harrison and A. D. Welton, of the Department of 
Public Relations. W. J. Burns has also attended many 
conventions. 


Department of Public Relations 

Acting on the authority given it by the Executive 
Council the Administrative Committee organized the 
Department of Public Relations in the fall of 1914 and 
appointed A. D. Welton as manager. The enlargement 
and development of the Journal-Bulletin has given added 
emphasis to the importance of the creation of this de- 
partment. ‘The publicity work done for the Association 
has reacted to the general advantage of banks and 
bankers. Success has been achieved in placing before 
business men and the public generally information as to 
the function of banks, of the position banks hold in the 
economic scheme, the workings of the Federal Reserve 
Act and, when necessary, elforts have been made to cor- 
rect false impressions in regard to banking and to place 
the banking interests of the country in the proper light 
when they have been subjected to unfair criticism and 
undeserved attack. Mr. Welton’s long experience, his 
ability as a writer and his versatility have made him a 
most valuable addition to the official force of the Asso- 
elation. 


Committees 

The committees of the Association are the bulwark 
of its strength. Dependence upon them has increased as 
the membership of the Association has grown up to its 
present magnitude of 15,000. 

The Administrative Committee has held tweive meet- 
ings since the adjournment of the Richmond convention. 
It has been in close touch with all the important busi- 
ness of the Association and its members have full knowl- 
edge of the Association’s activity. One of its members 
lives in New York and the other two are within easy 
distance of the general offices; hence it has been possible 
for this committee to give unusually close attention to 
the affairs of the Association. Among the important 
matters on which the committee has acted was giving 
authority to the General Secretary to secure more space 
adjoining the present offices; the selection of Old Point 
Comfort as the place of the spring meeting; fixing the 
dates of the Seattle convention and numerous details 
in connection therewith; authorizing the Insurance Com- 
mittee to arrange with burglary insurance companies to 
furnish certain information regarding attacks on banks, 


The state bankers associations fre not such in with the understanding that muca benefit would accrue 
name only. ‘There is not an ineffective organization in tv the members of the Association therefrom; it was 


203 


= 
. 


Septemper, 1915 


understood that the proposal be later submitted to the 
Protective Committee for its consideration. 'The Ad- 
ministrative Committee also authorized the discontinu- 
2vnee of the money order. The American Surety Com- 
pany, which issued these orders, had declined to con- 
tinue their issuance because of insufficient support to 
make the business profitable. 

The Insurance Committee, which has its own office 
in Richmond and a secretary who devotes much time 
to the work of the committee, has had an active year. 
Its work is now intertwined with the Legal Department, 
Membership Committee, Protective Committee and the 
Library. Particularly effective have been its efforts in 
reducing the cost of burglary insurance. In co-operation 
with several of the state bankers associations it is ex- 
pected that premiums on such insurance will be reducec 
twenty per cent. This would mean a saving of $140,000 
a year to the members of the Association. In several 
states this reduction in cost is already in effect. 

The new fidelity bond is coming into general use. 
This bond gives a protection to members of a kind that 
has never before been had. Many of the state associa- 
tions are now appointing insurance committees with 
which the Insurance Committee of the American Bankers 
Association has co-operative relations. The Secretary of 
the Insurance Committee, Mr. Ruffin, has visited sev- 
eral of the conventions of state associations before which 
he has made effective addresses. This work is bound 
to result in benefits to the Association in increased mem- 
bership as well as in influence. 

The Committees on Law and on Federal Legisla- 
tion are both well organized. The Committee on Law 
has been particularly active during the past year in the 
Association’s proposed legislation in the states of the 
Union; the legislatures of many states having been in 
session. The Federal Legislative Committee, while not 
so active, has been interested in the many phases of 
Federal legislation. Reports of the work of these com- 
mittees will be given in full by the General Counsel, who 
is the legal adviser of these committees. 

The Finance Committee and its sub-committees have 
given adequate consideration to the various financial re- 
ports and statements which are submitted to them at 
the time of the annual convention and the spring meet- 
ing. ‘The financial affairs of the Association have re- 
ceived the consideration to which they are entitled at 
all times. 

The Committee of Twelve, representing the trust 
companies, savings banks, national banks and commercial 
state banks, was appointed at the last convention and 
directed to confer with the Federal Reserve Board in 
regard to amendments to the Reserve Act whereby it 
would become more desirable for state institutions to 
join the Federal reserve system. After considering the 
question the committee deemed it wise to withhold action 
until the reserve system had been further developed. At 
the spring meeting of the Council this committee asked 
that the work assigned to it be placed in the hands of 
the Federal Legislative Committee. 

At the spring meeting the Kxecutive Council ap- 
pointed a special committee to consider and report on 
the advisability of the publication by the Association of 
the legal opinions rendered by General Counsel Paton 
during the past seven years. 


Currency Commission 


At the Richmond convention it was decided to con- 
tinue the personnel of the Currency Commission. There 
has been no occasion for activity during the year. As 
the Federal Reserve Act passes beyond the experimental 
stage and the necessity for its amendment is demon- 
strated there will be work for the Currency Commis- 
sion to do, and it should be continued in order that the 
Association may be ready for action when the time ar- 
rives. ‘The members of the commission are students of 
banking and finance and they have had a large experi- 
ence in the matter of currency problems and reform. 


Agricultural Commission 
The Agricultural Commission has expanded its 
labors during the year. Its members are bankers who 
are enthusiastic in the work of agricultural development, 
and they have worked hand in hand with the various 
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state bankers associations and their Agricultural Com- 
mittees. The “Banker-Farmer” has been well received, 
and answers excellently the purpose for which it is pub- 
lished. The Agricultural Conference held in Chicago the 
week of July 5 was, to my mind, one of the most im- 
portant and successful meetings ever held under the aus- 
pices of the banking fraternity. There were present rep- 
resentatives from most of the states of the Union and 
the attendance was by no means confined to bankers 
and agricultural committees of banking associations. 
There were many farmers present, and the agricultural 
colleges and agricultural journals all sent representa- 
tives. The Banker-Farmer movement seems to be one 
which requires diplomatic handling, but the possibilities 
which it unfolds for effective work more than justify the 
efforts and expenditure. If it is developed along the 
lines of improvement for farming communities—which 
includes better roads, schools, community settlements, 
ete.—it will be successful, but the farmer will resent in- 
terference with his business of farming or an attempt to 
instruct him in the conduct of the business which he 
thinks he understands and probably does. 


Protective Committee 


Under the provisions of the new constitution the 
Protective Committee is composed of three members of 
the Executive Council. For obvious reasons these names 
are not made public. They cannot, therefore, receive as 
individuals the commendation to which they are entitled 
for their supervision of the Protective Department and 
the time and attention they give to this important work 
of the Association. The report of the Protective Com- 
mittee, made to the Executive Council, and the report 
of Manager Gammon of the Protective Department, give 
in detail what has been accomplished during the past 
year. In connection with the full report of the William 
J. Burns International Detective Agency, Inc., which is 
available to members of the Association, these reports 
give all necessary information and should be read care- 
fully by members. 

Some time before the spring meeting of the Execu- 
tive Council a studied effort was made by the detective 
agency formerly employed to create dissension and dis- 
cord among members of the Association and of the Exec- 
utive Council. Members of the Association were solicited 
and requested to write to the members of the Council 
in their respective states complaining of the work of the 
Protective Department. Recourse was had to misrepre- 
sentation. The result was that the questions involved 
came up at the spring meeting of the Council and were 
freely and fully discussed. Former presidents of the 
Association and others familiar with the incidents and 
causes that led to a change in detective services madé 
full statements to the Council and the exact facts, which 
brought about the severance of relations with the de- 
tective agency formerly employed, were brought out and 
made a matter of record. After the discussion the reso- 
lutions which follow were adopted without a dissenting 
vote, and the General Secretary was directed to read 
these resolutions at the next convention of the Associa- 
tion : 

“Whereas, The Protective Committee has made 
a detailed report establishing to the satisfaction of 
the Executive Council the efficiency of the present 
Protective System, and 

‘‘Whereas, It is desirable that the membership 
shall be advised of this satisfactory condition of the 
Association’s protective feature; therefore be it 

“Resolved, That the Executive Council hereby 
expresses its entire confidence in the Protective Com- 
mittee and the William J. Burns International De- 
tective Agency, Inc., and be it further 

“Resolved, That the Executive Council hereby 
recommends the continuance of the contract with the 
Burns Agency, and be it further 

“Resolved, That the General Secretary is here- 
by directed to read to the convention in meeting 
assembled in Seattle, this resolution for their in- 
formation.” 

The Executive Council instructed the General Secre- 
tary to send a copy of these resolutions to every mem- 
ber of the Association and to invite the members to 
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correspond freely with the general offices and to make 
such suggestions as they might deem advisable for the 
improvement of the service. Members were also invited 
to make whatever criticisms seem to them necessary. 


The letters received have, almost without exception, 
been commendatory and the expressions of satisfaction 
with the service have been general. The action of the 
Executive Council in authorizing a renewal of the de- 
tective contract with the Burns Agency has been gen- 
erally commended. 

That there may be no misunderstanding whatever 
as to the nature of the service rendered by the Protec- 
tive Department and to the end that every member may 
have exact information it seems desirable to state that 
all cases which come within the rules of the Protective 
Department are handled without cost to the member 
concerned; the Association will prosecute the amateur 
as well as the professional criminal, and cases reported 
to the nearest office of the Burns Agency will be taken 
up without delay. The allegation that before a case will 
be taken up communication with New York must be had 
and that a large amount of red tape stands in the way 
ot immediate action is false. 

L. W. Gammon, the manager of the Protective De- 
partment, is untiring in his attention to the details of 
the work in which he is engaged. He has proved his 
value by years of efficient work, and his competent han- 
dling of the thousands of cases which come to him in the 
course of a year. The work of the Department, under 
his management, becomes yearly more valuable, and he 
constantly develops out of his experience new qualities 
which contribute to make the protective work increas- 
ingly successful. 

In accordance with the action of the Executive 
Council, operating through the Protective Committee, a 
new contract has been entered into with the William J. 
Burns International Detective Agency, Inc. 

The following resolution was also unanimously 
adopted by the Executive Council : 

“Inasmuch as the personnel of the Council is 
constantly changing, testimony in regard to the facts 
of this matter shall be taken, to be at all times avail- 
able for the further use of the Executive Council 
of the American Bankers Association, and that a 
committee of three be appointed to secure testimony 
from those conversant with the facts, the same to be 
filed with the General Secretary, to be available at 
all times to members of the Association but not to 
go into the Proceedings.” 


Library 

The report of the Library and Reference Depart- 
ment is made by Miss Marian R. Glenn, Librarian. 
The Library has made progress in the past year. The 
advantages it offers have come to be more widely under- 
stood and appreciated. However, there is still a con- 
siderable part of the membership of the Association 
which is either not acquainted with or has made no 
use of the vast store of useful information which the 
Library contains nor is there general understanding of 
the availability »f this matter for those who wish to 
make use of it. The Association is indebted to many 
organizations, libraries, bankers and individuals for con- 
tributions of books, pamphlets, magazines and news- 
papers whereby it has become possible largely to in- 
crease the efliciency of the reference service. ‘The suc- 
cess of the Library is due to the zeal and enthusiasm of 
the Librarian, and the success will increase as the 
Library grows. 


Finances 


The report of the Treasurer shows a cash balance 
on hand of $36,097.75 as against a balance in 1914 
of $20,152.70, and a balance in 1913 of $5,479.29. This 
year’s balance is the largest that has been shown in 
some time. It must rot be understood that expenditures 
have not been freely made in every direction where the 
interests of the Association required and where the work 
of the Association could be made more effective thereby. 
It is recommended that the Finance Committee set aside 
for investment a portion of this balance. The early 
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date of the convention made it necessary that special 
effort be made to secure all outstanding bills of the Asso- 
ciation. All bills have been paid to the end of the fiscal 
year. 


Office Improvements 


Under authority of the Administrative Committee 
additional space was added to the general offices of the 
Association. General Counsel Paton now has more 
commodious and satisfactory rooms, and the library has 
been enlarged so that it occupies twice the former space. 
There was also a rearrangement of the corridors and the 
reception hall, and an adjustment of the smaller office 
rooms. This work was done at the expense of the Han- 
over Bank Building Corporation. The changes necessi- 
tated some refurnishing and new equipment of a sub- 
stantial kind was purchased. The offices are now com- 
pletely equipped and have an appearance that reflects 
credit on the Association, while the rearrangement is 
calculated to expedite business. 


Routine Work 


During the fiscal year just ended, we sent out from 
the General Offices more than 551,000, letters, circular 
letters, Proceedings, Journal-Bulletins etc. The follow- 
ing statement shows the volume of mail and express mat- 
ter in detail: 


First-class mail matter— 


16200 


First-class mail other than letters, 
such as typewritten lists, ete. 3,025 


100,687 
Second, third and fourth-class mail matter— 
Journal-Bulletins, including those 
900 
Lists of members .............. 16,333 
230 
384,680 
Total A. B. A. mail matter .......... 485,367 
Sections and Departments— 
Total first-class mail matter...... 31,299 
Total second-class mail matter.... 19,870 
51,169 


Membership 


At the close of the fiscal year, August 31, 1914, the 
membership of the Association had reached 14,720. 
When the books were closed on August 14, 1915, the 
membership was 15,010, a net increase of 290. The addi- 
tion to the membership was not so great as in former 
years, but it is hardly to be expected that the rate of 
increase can be obtained now that the 15,000 mark has 
been reached. In the membership there is now included 
all of the banks of the principal cities of the country 
and the larger portion of the banks in the smaller cities. 
Those that remain without the fold are probably the 
small country banks that do not realize the benefits that 
membership confers. I am glad to state that we have 
the twelve reserve banks in the Association, and that 
they pay their dues the same as the rest of the mem- 
bers. New York state with 993 holds the banner for 
membership; Pennsylvania is second with 937, and Illi- 
nois is third with 920. 
*Erased from the rolls through failure, liquida- 

tion, consolidation and withdrawal Decem- 


Membership 13,794 
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Carried $13,796 
August 14, 1915, new members joined 
Guring the 724 
*Regained members (secured from the 
——- 1,214 
August 14, 1915, membership ............ 15,010 
A net increase for the fiscal year of........... 290 
A net loss for the year in failures, con- ; 
solidations, etc. 218 
A net loss for the year in delinquents.. 216 
- 434 
Making the actual gain in new members.. 724 


It will be observed that the list of delinquents is 
exceedingly small, considering our large membership. 

The delinquents for the year were 216 out of a 
membership (at the beginning) of 14,720—less than the 
year before, when, with a membership of 14,100, the de- 
linquents numbered 220. 

The aggregate capital, surplus and deposits of our 
membership amounts in round numbers to about $16,- 
000,000,000. 

The membership and 
have increased as follows: 


resources of the Association 


Paid Annual 
Membership. Dues. 
September 1, 1875...... 1,600 $11,606.00 
September 1, 1885...... 1,395 10,940.00 
September 1, 1895...... 1,570 12,975.00 
August 31, 1905........ 7.677 127,750.00 
August 31, 1906........ $8,383 137,600.00 
August 31, 1907........ 9,251 150,795.00 
August 31, 1908........ 9,803 162,507.00 
August 31, 1909........ 10,682 175,352.00 
August 51, 1910........ 11,405 188,934.00 
August 31, 1911........ 12,072 198,530.00 
August 31, 1912........ 13,328 213,752.50 
August 31, 1913........ 14,100 229,324.48 
August 31, 1914........ 14,720 233,915.00 
August 14, 1915........ 15,010 (estimated) 238,508.90 
Income 

Interest on bonds and corporate stock..... $4,730.00 
Interest on bank balances (estimated)..... 2,800.00 
Icsstimated annual dues for fiscal year ending 

August 31, 1916 .....cccccccccccecces 238,508.90 
Making total income, year ending August 

Membership 
DIVISION OF BANKS 1N ASSOCIATION, AUGUST 14, 1915. 
State Trust 
or Nation- Pri- Com- Savings 

Territory. al. State. vate. panies. Banks. ‘Total. 
Alabama ........ 59 85 2 23 9 178 
ces 3 10 1 0 0 14 
AYVizona 12 37 0 20 1 70 
Arkansas ........ 3 154 2 27 2 228 
Californian ....... 203 290 6 36 $2 617 
Colorado ........ 108 85 8 17 Ss 226 
Connecticut ..... 69 11 8 39 47 174 
Delaware ....... 21 1 1 15 2 40 
Dist. of Columbia 3 3 4 3 15 38 
Mlorida 49 122 5 2 4 192 
TAGhO 46 79 1 9 1 136 
Illinois ........ . 318 279 218 70 35 920 
Indiana ......... 148 149 40 50 3 390 
193 145 52 18 200 608 
Kansas ......... 179 440 4 5 4 630 
Kentucky .......- 74 79 1 24 4 182 
Louisiana ....... 33 124 1 22 5 185 
Maine ...ccccees 57 0 0 35 20 112 
Maryland ....... 80 35 =-24 19 27 185 
Massachusetts ... 154 2 28 58 106 348 
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State Trust 
or Nation Pri Com- Savings 

Territory. al. State. vate. panics. Banks. || 1. 
Michigan ........ 84 158 45 8S 162 452 
Minnesota ....... 175 265 9 4 6 159 
Mississippi ...... 3 122 0 14 2 168 
Missouri ........ 93 352 22 41 30 538 
Montana ........ 52 138 19 12 1 17 
Nebraska ....... 149 230 4 7 2 392 
Nevada ......... 10 16 0 1 0 LT 
New Hampshire.. 47 1 0 7 14 69 
New Jersey ..... 180 24 3 96 17 320) 
New Mexico..... 35 23 1 9 1 69 
New York ...... 402 262 146 92 91 993 
North Carolina .. 61 95 1 31 zs 195 
North Dakota.... 109 208 0 3 3 B23 
Oklahoma ....... 200 202 0 9 1 41? 
Oregon 76 84 10 11 7 18S 
Pennsylvania .... 572 92 187 3 O37 
Rhode Island..... 18 1 2 19 7 17 
South Carolinn .. 28 119 1 10 18 176 
South Dakota.... S82 208 3 8 
Tennessee ....... 70 iii 1 49 
290 148 27 54 1 520 
22 42 4 4 8 SO 
Vermont ..6csce- 42 0 0 22 18 17 
Virginia ..ccsees 97 112 18 14 10 246 
Washington ..... TO 201 17 23 9 20 
West Virginia.... 79 91 2 19 4 195 
Wisconsin ....... 1100-281 2 10 19 378 
Wyoming ....... 32 48 1 5 0 86 
0 42 2 0 0 44 
2 ae 1 19 3 1 0 24 
Hawali +t 6 2 + 16 
Isle of Pines..... 1 1 0 0 0 2 
Rep’blic of Panama 1 0 0 1 0 2 
Porto Rico ...... 0 3 HS 0 0 4 
Philippine Islands 0 3 0 0 0 3 
Mexico .....-ee0% 0 15 1 0 0 16 


5,411 6,199 868 1,348 1,184 15,010 


In Memoriam 


xeorge H. Russel, of Detroit, Mich., president of 
the Peoples State Bank of that city, and president of 
the American Bankers Association in 1897, died at his 
home May 17, 1915. For many years Mr. Russel was 
a conspicuous figure at the Conventions of the Associa- 
tion. He was a man of great ability, uniform in his 
courtesy and a sincere friend and companion. He was 
admired and beloved by all who knew him. It is proper 
that the Association in Convention assembled should 
take appropriate action on his death. 

W. W. Waine, for eight years a faithful employe of 
the Association and with many friends among the mem- 
bers, died April 17, 1915. The Executive Council gave 
fitting recognition to his services by continuing him on 
the payroll during his illness of six months and by the 
further payment to his widow of a portion of his salary 
for several months tollowing his death. 


Appreciation 


It is once more the pleasure of the General Secre- 
tary to express his appreciation for the assistance and 
the courtesy extended to him by the Executive Council, 
the Departments, Sections, Committees and officers of 
the Association, Vice-Presidents of States and State Sec- 
retaries. He is grateful to the general membership of 
the Association for loyal support, friendly and encourag- 
ing letters and the warm welcome he has received when 
brought into personal contact with bankers throughout 
the country. 


In the activities of the Association during the past 
year the connection with President Law and the mem- 
bers of the Administrative Committee has been always 
agreeable and helpful. President Law has been a fre- 
quent visitor at the General Offices and has taken a keen 
interest in all affairs of the Association. No one could 
be associated with him without being impressed with his 
earnestness and sincerity of purpose. To Treasurer 
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Hoopes, to Assistant Secretary William G. Fitzwilson 
and to the employes of the Association in the General 
Offices ave given assurances of appreciation. Their hearty 
co-operation has made the work of the General Secre- 
tary more effective as well as more agreeable. 


Seattle 


The convention of the Association in Seattle is the 
forty-first in the history of the organization. Four con- 
ventions have been held on the Pacific Coast—San Fran- 
cisco 1892 and 1908 and Los Angeles in 1910. 

Those who have never visited the great Northwest, 
the Empire City on the Northwest border of our great 
country, will look with amazement on the achievements 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


SepreMBeER, 1915 


of a city that is yet young in years. Banker guests of 
Seattle will find unbounded hospitality, energy, pluck and 
perseverance—the characteristics which have made 
Seattle great. 

The bankers of Seattle have been enthusiastic in 
earrying out the plans for this convention. There has 
been hearty co-operation on the part of ihe entire busi- 
ness community of this section. 

To the Clearing House Association of Seattle and 
the associated banks of the city the General Secretary 
wishes, for himself and with the full knowledge that he 
expresses the views of the members of the American 
Bankers Association, to say that the convention will 
be long and gratefully remembered. 


ANNUAL REPORT OF GENERAL COUNSEL 


THOMAS B. PATON 


In rendering an account of the functions and activ- 
ities of the General Counsel in the Association affairs 
during the past year, it is assumed that the General 
Convention will prefer a broad outline of the general 
features of the work rather than be burdened with too 
much specific detail. The matters contained in this 
report will all be comprehended under the three main 
divisions of (1) Federal Legislation, (2) State Legisla- 
tion, and (3) General Advisory Work. 


Federal Legislation 


The Constitution of the Association places in the 
exclusive charge of the Committee on Federal Legislation 
for necessary action all subjects of Federal legislation 
favored or opposed by the Association, and the General 
Counsel has acted as the adviser and active attorney of 
the committee, subject to its direction, in favoring or 
opposing specific measures before congressional commit- 
tees and interviewing members of Congress, in circular- 
izing the membership and enlisting their support and 
co-operation and that of other persons, organizations and 
bodies for or against certain measures, in exercising con- 
trol in the matter of publicity or non-publicity with 
reference to Federal legislation and in keeping track of 
all bills introduced in Congress in any way affecting 
banking interests, noting their progress and constantly 
advising with the committee in respect to all such bills. 

During the Sixty-third Congress over 500 bills, orig- 
inal and amendatory, introduced in Senate and House, 
have been examined; also reports of special committees 
and commissions of Congress; and correspondence and 
interviews at Washington and elsewhere had with re- 
spect to many of such matters. The range of activity 
has included the urging of bills of lading legislation, 
which passed the Senate but failed in the House; oppo- 
sition to the interlocking directorate legislation, which, 
after being modified in the House, was eliminated from 
the Clayton bill by the Senate, but put back with further 
modifications by the conferees and became law; the pro- 
curing of modifications during the pendency of the In- 
come Tax and the War Revenue Acts, and active connec- 
tion with a number of other bills and amendments. Gen- 
eral Counsel has in charge, in behalf of the Committee on 
Federal Legislation, certain matters of amendment of 
the Federal Reserve Act to be urged in the Sixty-fourth 
Congress; also of the Income Tax Act, among others, 
the elimination or modification of the collection at 
source provisions, as to which much preliminary work 
las already been done; the promotion of bills of lading 
legislation, and other subjects of legislation which will 
not be specified in detail. The report of the Committee 
on Federal Legislation covers much of this more fully, 
and further specification in this report is unnecessary. 
In connection with the Income Tax Act, General Counsei 
has been successful in some instances in procuring a re- 
versal of rulings by the Internal Revenue Commissioner 
in the interest of members of the Association, and some 
of the objectionable interpretations are among the sub- 
jects as to which amendment of the Act will be sought. 
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State Legislation 


In view of the conflicting and inadequate condition 
of the law in many states covering many subjects of 
banking business, it has been the province and privilege 
of the General Counsel during the past six years to draft 
in behalf of the Association and urge, under the auspices 
of the Law Committee, forms of bills or statutes de- 
signed to make the law of the different states uniform 
and adequate upon the subjects covered. The uniform 
statutes on negotiable instruments, warehouse receipts, 
bills of lading and stock transfers drafted by tie Com- 
missioners on Uniform State Laws have also been rec- 
ommended by the Association and urged in the different 
states. This work has been prosecuted through the active 
agency of the State Bankers Associations, whose legis- 
lative committees and secretaries have met with con- 
siderable success in past years in securing the passage of 
the different uniform laws and special measures recom- 
mended by this Association. This year has been no 
exception, for a large number of measures recommended 
by this Association have been passed by the different 
state legislatures. The report of the Committee on Law 
will contain full and detailed information on this subject. 
but a brief summary indicating the subject of the meas- 
ure, the number of states in which passed this year, in 
previous years, and the total enactments, will not be 
inappropriate here: 


Enactments Total 
This Previous  Enact- 
Title. Year. Years. ments. 
Negotiable Instruments Act.....  .. 47 47 
Warehouse Receipts Act....... 3 30 33 
Bills of Lading Act. i 16 
Stock Transfer Act. os 5 5 
False Statements Act.......... 7 20 27 
Derogatory Statements Act..... 5 15 20 
Checks without funds.......... 6 25 $1 
Burglary with explosives...... .. 20 20 
Forged or ‘raised checks........ 22 22 
Payment of deposits in two 
3 26 29 
Payment of deposits in trust... 2 21 23 
Competency of bank notaries... 2 9 11 
Deposits of minors............ 5 “a 
Refusal of check through 4 


In the promotion of the above legislation General 
Counsel has conducted an extensive correspondence with 
proponents and other interested persons in the different 
states, supplied drafts of proposed acts and printed ex- 
planatory literature, answered objections in certain cases 
raised by legislators and prepared special written argu- 
ments upon particular points where necessary. 


General Advisory Work 


Under this classification a variety of detailed work 
may be briefly referred to. The Federal Reserve Act 
has called forth many questions of interpretation of par- 
ticular provisions and has caused certain changes in 
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forms of commercial paper and in methods of business. 
In connection with these problems, General Counsel has 
been consulted from time to time by officials of some of 
the Federal reserve banks as well as by members gen- 
erally, and has participated in the framing of docu- 
mentary forms and discussed and rendered opinions upon 
questions of interpretation of the law and upon the 
validity and negotiability of particular instruments used 
in banking under the Federal reserve system. 

The Income Tax Law and the War Revenue Act 
have presented constant problems of interpretation, many 
of the rulings of the Internal Revenue Office thereunder 
being deemed unjust by the banks affected. In some 
instances, rulings under the Income Tax Law have the 
sanction of court decisions, and a change can only be 
made through amendment of the Act; in other instances 
the official interpretation is of doubtful legal validity. A 
considerable argumentative correspondence has_ been 
entailed. 

General Counsel is constantly consulted in behalf 
of the Protective Committee on questions of criminal 
law, has given advice to the Insurance Committee on 


matters pertaining to its work and has been called into 
consultation from time to time in the affairs of other 
committees and sections of the Association. 

_More than one thousand letters have been received 
during the Association year just ended from members in 
every state asking for opinions or advice as to the law 
and statutes of a particular state governing questions of 
right or liability arising out of some transaction in which 
the member bank is involved. The handling of this ex. 
tensive correspondence in a manner satisfactory to the 
member interested, and the finding of necessary time for 
study and research upon numerous questions without 
infringing upon the time required for important con- 
structive and legislative work, has been one of the most 
serious problems the General Counsel has had to face. 
But with the training of able assistants, the gradual ac- 
cumulation of a technical Law Library and the system- 
atic classification of more than three thousand legal 
opinions, published and unpublished, which have been 
rendered in the past six years, the office of the General 
Counsel is better equipped than ever before to cope with 
the questions that are constantly submitted. 


REPORT OF THE TREASURER 


J. W. HOOPES 


Dallas, Texas, September 2, 1915. 
T'o the Members of the Executive Council and the Amer- 
ican Bankers Association. 

Mr. PRESIDENT: The cash balance in the hands 
of your Treasurer on August 14, 1915, was $36,097.75. 
The cash on hand September 1, 1914, was $20,152.70. 
During the year the receipts have been $252,232.15 and 
the disbursements $236.287.10. The large cash balance 
is no indication of curtailment of the activities of the 
American Bankers Association during the year. but it 
is gratifying to report that. after paying all the bills 
incurred in the course of a year of enlarged activity, the 
eash balance on hand is so large. In 1912 the cash 
balance was $3,992.88, in 1913 it was $5,479.29 and in 
1914 $20,152.70. 

The drafts for membership dues. 14,696, which were 
sent out the first of September called for payments of 
$235,805. an increase of nearly $5,000 over the previous 
year. With the prospect of increasing the investments 
of the American Bankers Association from the surplus 
of this year the prediction is justified that the income 
of the Association during the year which has just begun 
will be the largest in its history. This will make it pos- 
sible to extend the services of the Association, as it is 
necessary and desirable, and it gives assurance that the 
American Bankers Association will continue to be the 
efficient organization that it has been for forty years. 

In making my last report as Treasurer of the Asso- 
ciation I desire to express my thanks for the honor 


which has been conferred upon me and to assure the 
members of my appreciation. It has been agreeable 
work and has been made more so by the courteous co- 
operation of the officers of the Association, the General 
Secretary and the staff in the general offices in New 
York. Jt has been more than a pleasure to be asso- 
ciated with those active in the work of the Association. 


In accordance with custom the surplus funds of the 
Association have been invested in high grade securities. 
The securities, under the control of the Executive Coun- 
cil are held in the Bankers Trust Company, New York. 
The list follows: 


Carried 
Par on Market 
value. booksat. value. Cost. 


Chicago, Burlington and 
Quincy, Illinois Division, 
GUO $50,000 $47,400 $46,500 $50,843.75 

Chicago, Burlington and 
Quincy, Toint 4s, due 1921 12,000 

Atchison, Topeka and San- 
ta Fe, General Mortgage 
4s, due 1995 .......... 30,000 

New York City Corpora- 
tion, Registered 31%4s, due 
30.000 


11,600 11,580 11,559.09 


28,500 28,600 30,825.00 


26,500 25,680 


25,506.67 


$122,000 $114,000 $112,360 $118.734.51 


In closing I wish again to thank the Association 
for the honor I have had. 


ANNU AL REPORT OF THE PROTECTIVE DEPARTMENT 


L. W. GAMMON, MANAGER 


The past year has been a very active one for the 
Protective Department. owing to the unsettled conditions 
prevailing throughout the country. which always have a 
tendency to increase all classes of crime, especially the 
beginner; but there has been no marked increase in the 
operations of the professional operator. 


Arrests 


For the period from September 1, 1914, to July 31. 
1915, I beg to report as to the operations against mem- 
bers, as follows: 


Cases not disposed of September 1, 1914.... 94 

Arrests since September 1, 1914.......... as 326 
420 


Released, escaped, insane or died........... 79 311 


208 


This will make forty-two more arrests for the above 
period than for a like period of the preceding fiscal year. 


Burglaries, Hold-Ups and Sneak Thefts 


From September 1, 1914, to July 31, 1915, there 
have been thirteen burglaries and sixteen attempted 
burglaries with a loss of $11,995.84; twenty-seven hold- 
ups with a loss of $59,520.72, and six sneak thefts with 
a loss of $19.540. A number of these cases have been 
that of strictly amateur operators. where they entered 
the bank but did not get into the safe or vault. 


Comparative Burglary Table 
Since the inauguration of the protective feature the 
following figures are given for your information as to 
ettacks on members and non-members: 
Non-members .......1,496 Loss ........ $2,130,196.42 


Difference ........1,071 $1,871,149.25 
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Forgers and Bogus Check Operators 

During the past fiscal year there has been no marked 
increase in the number of forgers and bogus check op- 
erators so far as the professional operator is concerned ; 
but there has been a considerable increase in the opera- 
tions of the amateur operator. 

Photographs 

The Department now has 4,522 photographs of 
criminals, comprising “yegg” burglars, hold-up men, 
sneak thieves, forgers, worthless and bogus check op- 
erators, With a complete record of each. 

Correspondence 


During the period referred to above the Department 
has received 29,639 reports and other communications 
from our detective agents—the Wm. J. Burns Interna- 
tional Detective Agency, Ine., also received 1,172 letters 
and telegrams—-and has written 2,569 letters and _ tele- 
grams. These figures do not include circular letters and 
similar communications. 

Offices of Our Detective Agents 


The Wm. J. Burns International Detective Agency, 
Inc., now has twenty-three offices of its own in this 
country, four foreign offices and one correspondent at 
Des Moines, Ia., also one special representative at Jack- 
sonville, Fla. It has also assigned a special repre- 
sentative to the state of Oklahoma, who is trained for the 
work of hold-up men, as Oklahoma has had the greatest 
number of hold-ups in the past fiscal year. This repre- 
sentative is looking into these cases in that section, and 
his efforts have resulted in a number of arrests being 
made. In addition to his work as an investigator he is 
also assisting in preparing these cases for trial, and has 
them in very good shape. 

This Association also has a special representative at 
Atlanta, Ga., George H. Brodnax, who is looking after 
the interests of its members in that city. 

Contract for Detective Service 

The Protective Committee have advised me that by 
virtue of authority invested in said committee by the 
constitution of the Association, and in addition to the 
resolution unanimously passed at the Spring meeting of 
the Executive Council at Old Point Comfort in May last, 
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in which they recommended that the Protective Commit- 
tee renew the contract with the Wm. J. Burns Interna- 
tional Detective Agency, Inc., they have renewed the con- 
tract with said agency for three years, with the privilege 
of renewal on the part of the Association on the same 
terms as its present contract, 
Inspection Tour 

During the fiscal year I have made a personal in- 
spection of the Burns offices at Chicago, Buffalo, Kansas 
City, St. Louis, Houston, New Orleans, Birmingham, 
Denver, San Francisco, Portland and Seattle, and found 
conditions as to indexing and filing in connection with 
our work very satisfactory. Up to date I have visited 
all offices of the Burns agency in this country except 
Spokane, which I will inspect on my return East from 
the convention. I have personally met all the managers 
and most of the men who are handling the work of this 
Department. 

I also attended the annual conference of the sec- 
retaries of the Central States Association at Chicago, IIlL., 
as well as the Colorado Bankers Association at Greeley. 


Detailed Report 


For more detailed information relative to individual 
eases and the work accomplished, I respectfully refer you 
to the monthly Journal-Bulletin, which gives a detailed 
account of what is being performed each month in con- 
nection with the work of the Protective Department. 

Since the June issue of the Journal-Bulletin the 
Protective Department has been published as a separate 
supplement, which appears to have met with favor on the 
part of many of our members. At the end of June each 
year we will publish an index relative to each party 
mentioned each month. This index can be bound with 
the supplement each year. 

In conclusion I might state that the records of this 
Department are in excellent shape. and the work of the 
Burns ageney under my supervision has continued to 
improve since it has had our contract, and at the present 
time the work is handled in a very satisfactory manner. 

I wish at this time to thank the Federal, state, 
county and local authorities thronghout the United States 
and Canada, who have aided this Department very ma- 
terially during the year in their investigations. 


ADDRESS BY .-HON. WILLIAM H. TAFT 


SUBJECT, “ECONOMIC AND POLITICAL SUMMARY OF THE GENERATION JUST CLOSING.” 


It has seemed to me appropriate this morning to 
invite your attention to the consideration of some of the 
important political and social currents since the Civil 
War. That struggle was the climax of a controversy 
that rent the country over the moral issue of slavery, 
and we did not really recover from its effect for more 
than a decade after peace was declared. The pseudo- 
prosperity that the currency inflation gave us, and the 
panie and depression of 1873, were sequels of the war 
and were part of its cost. When specie payments were 
resumed in 1878 the country was restored to a normal 
condition, and from that day the subsequent business 
growth on a sound basis of our country began. From 
that time, for more than a quarter of a century, our 
material expansion has exceeded anything in history. 
The settlement of the unoccupied lands of the west, the 
spread of agriculture, the construction of railroads, the 
growth of industries and the development of all our 
national resources have doubled and _ redoubled our 
wealth until its statistical description is monotonous. 
One of the important elements in this progress has been 
that of combination and organization. The fieid of in- 
vention in the industrial arts has been a great one, and 
the combination of mechanical elements into complicated 
devices has often added a hundred-fold or more to the 
power of production of a single laborer. In no field has 
the ingenuity of the American shown its exceptional 
character so much as in this of invention and discovery. 

In the use of capital, too, the possibility of saving 
by enlargement and organization of equipment and plant 


has been demonstrated. The little rills and streams of 
the savings of the wage earners and those of moderate 
means have been directed into reservoirs of immense 
capital funds, which under the management of men of 
executive genius have metamorphosed our manufacturing 
industries and our transportation systems, and have re- 
duced in a way we hardly realize the cost of production. 
By this principle of combination our citizens have been 
given a larger power per capita of producing wealth 
than ever before in the history of the world. 


Use and Abuse of Capital 


In the progress that civilization makes, however, 
new evils appear as concomitants of our advance, and 
new problems are presented and new remedies are made 
a necessity. The tremendous power which the combina- 
tion of capital gives to the comparatively few persons 
who must control its use, if that use is to be effective, 
tempts them to an abuse of the power. The rapid growth 
of wealth between 1880 and 1900 absorbed the attention 
of all our people. Material development became the cry, 
and the settlement and expansion of the country became 
the one great popular ideal. It was growth and size that 
we were aiming at. It was the invitation of capital to 
investment that seemed the highest good. We were all 
absorbed in the chase for the dollar. Professions became 
commercialized and the success of a man was measured 
more by his ability or luck in amassing money than by 
his character or public usefulness. It was an age of the 
formation of great corporations, and then of the com- 
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bination of those great corporations again into trusts. 
In the newer country, to induce rapid development, legis- 
latures and municipal bodies parted with special privi- 
leges and did not guard their use or their retention with 
any care as to the future public weal. 

This principle of combination was found quite as 
applicable to politics and party government as to ma- 
chinery and capital. By the use of patronage and the 
use of money bosses established their power and created 
machines that worked with the same force and accuracy 
and smoothness as a Corliss engine or a Standard Oil 
Trust. 

The great corporations found it useful first to re- 
strain hostile legislation and then to secure aflirmative 
legislation giving them undue advantage in the conduct 
of their business. The time cume when it was possible 
in some great corporations for the officers and directors 
to issue, with the same nonchalance and certainty of 
their being complied with, orders for steel rails or indus- 
trial equipment on the one hand, cr for the delivery of 
delegates to a state, county or national political con- 
vention on the other. 

In the early years of this century the people became 
fully aroused to the fact that they were almost in the 
grasp of a plutocracy. Warnings had come to them in 
tne decade before, and effort had been made by legislation 
of a tentative character to meet the anticipated danger, 
but it was not until the decade between 1900 and 1910 
that the full force of the threatened control over our 
government and our policies and our business became 
clear to them. The agitation grew to be nation wide, the 
indignation of the people became acute, the demand for 
appropriate legislative and executive action became im- 
perative, and the effect upon our politics and our busi- 
ness was made manifest. 


The Interstate Commerce Law 


The interstate commerce law passed in 1887 was 
the first legislation in any history in which Congress had 
exercised in any full measure the control that the Con- 
stitution gave it over our interstate railroad system. It 
Was seen that the arterial circulation of our interstate 
transportation was tainted with unjust discrimination in 
favor of the largest shippers, who were able to use this 
unlawful preference to suppress their less powerful com- 
petitors and to enrich their coffers with unlawful gains. 
The law did not, however, intrust sufficiently broad and 
direct powers to the Interstate Commerce Commission 
which it created, and the railroads, blown with pride, 
treated the commission with derision and flaunted their 
defiance of its orders in the face of the people. Amend- 
ment after amendment followed, and for more than two 
decades the controversy went on between the railroads 
and the executive, legislative and judicial branches of 
the government until the weakling board of 1887 grew 
into the powerful tribunal of 1910, and the railroads 
found themselves brought under complete governmental 
control. 


This history of the interstate commerce law and 
its enforcement contains one of the most useful lessons 
to those who would defy the people in the pride of in- 
trenched power. It may take years, but “all the people 
cannot be fooled all the time.” I listened to a most 
interesting speech by the worthy president of a railroad 
that has been brought to grief through the headstrong 
defiance of popular will by his predecessor, in which he 
set forth in plaintive but forcible language the present 
subjection of the railroads to official regulation. I could 
not but contrast his manner and matter with what his 
predecessor would have presented to such an audience 
ten years ago. 


The Anti-Trust Law 


A similar change can be traced in the effect and en- 
forcement of the anti-trust law, though this has been 
brought about in the course of judicial interpretation 
and decision rather than by amendment. In 1890 Con- 
gress passed the Sherman Act to forbid restraints of 
interstate trade in the forms of trusts and monopolies, 
leaving to the courts to enforce the law and interpret the 
general terms. The first decision was, unfortunately, 
narrow, and the great industrial and railroad combina- 
tions repeated the error which had been made in respect 
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to the interstate commerce law and flouted the new 
measure. It took twenty years of executive prosecution 
and judicial construction to show the power that was in 
the law, and today no investment is made, no combina- 
tion is carried through without the utmost anxiety and 
care on the part of those who are promoting it to avoid 
violation of the terms of that comprehensive statute. 

In politics the name of the machine has become 
anathema. The cry that a candidate is supported by the 
bosses has been in the last decade often sufficient to carry 
the popular vote against him. ‘There has been a tre- 
mendous rousing of the public opinion and popular politi- 
cal action. Corporations have been driven out of polities, 
and while, of course, corruption is not ever absent, the 
danger of plutocracy has disappeared and the purification 
of politics has constituted a real reform for which all 
good citizens must be grateful. 


Popular indignation cannot be really roused or the 
leviathan of the people be stirred to action such as they 
have just taken and stop short at the line of wise moder- 
ation. Part of the cost of the original disease is in the 
incidental damage from the inevitable excess of remedy. 
The hostility of legislatures and of Congress, consciously 
or unconsciously, has come to be directed against all suc- 
cessful investment of capital without discrimination. 
The inquisitorial and nagging character of the powers 
of commissions created for the close supervision of cor- 
porate activities have so frightened.capital as to shrink 
investments and stop normal expansion in the business 
of the country. Nothing is so timid as capital, and 
nothing is so easily able to take care of what it has. A 
hostile spirit manifested in legislation buttons up the 
pockets of those who control wealth that would otherwise 
be invested. 


Effect on Wage Earners 


The sad feature of such excess of remedy, however 
well intended, is that the persons who sulfer most are 
those who are least able to bear suffering, the wage earn- 
ers whose comfort and living are dependent upon regular 
employment. In time of great prosperity, when wages 
are good and employment constant, everybody is com 
fortable and snug with a consciousness of power, there is 
a full opportunity for the play of the forces of class 
jealousy and discontent with inequality, and the popular 
delusion spreads that legislation can do anything. 
Schemes for forcing, not equality of opportunity, but 
equality of conditions, are proposed. Measures are 
adopted to strike at the successful without distinction as 
to whether their success is dependent upon legitimate 
methods or otherwise. 

The close and absolute supervision over the man- 
agement of railroads and the restriction upon the rates 
that are charged by them in interstate commerce and in 
commerce within states, together with the increase, or 
the maintenance, of wages through the power of the 
trades unions, have ground the railroads between the 
upper and nether millstones and prevented a fair return 
upon their capital. The solvency of some is threatened, 
and all this to the detriment of the business of the coun- 
try, and especially to the comfort and happiness of wage 
earners dependent on normal business and a normal 
demand for labor. 

We are all in the same boat. The prosperity of 
each class is largely dependent on the prosperity of all. 
The bad conditions of one class reacts upon that of all 
the others. This is no reason why we should not repress 
injustice and take away its opportunity and punish 
abuse of power. But it is a reason why we should not 
indulge in excess and injure all classes by injustice 
to one. 

But the people of the United States are inielligent. 
When they suffer in the discipline of adversity brought 
on by their own mistakes they are quick to see them and 
to remedy them, and such excesses as I have described 
are only the natural outcome of the just indignation that 
was excited by capitalistic abuse of power, and we must 
look now to a retracing of our steps to the line of 
moderation and justice. 

We must grant increased rates to the railroads 
when the conditions require it, and grant them quickly. 
Their prosperity is important to the prosperity of the 
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country. Their needs constitute a substantial per cent. 
of the demand for our manufactured goods. Millions 
own their stock. They employ millions of men. 


The Case of the Railroads 


We must not allow the outrageous injustice to con- 
tinue by which we inaugurate the real reform of parcels 
post, and do it at the cost of the railroads by compelling 
them to carry the enormous increase of traflie for 
nothing. 

We should repeal the full crew bills that impose 
upon the railroad companies the burden of employing 
unnecessary labor. 

In retracing our steps to cure these excesses there 
is no reason why we should not maintain the real prog- 
ress which we have made in disenthroning plutocrats and 
in making those who choose to exercise public franchises 
serve the public for not more than a reasonable profit. 

Another most successful instance of the application 
of the principle of combination has been seen in the 
development of trades unions. Wage earners, especially 
those engaged in skilled manual labor, have united in ua 
common cause, have organized, have appointed leaders 
to represent them in the inevitable friction of interests 
between labor and employers as to the terms and con- 
ditions of employment. No change in our social condi- 
ticn, it seems to me, has been more beneficial on the 
whole to the workingmen than has this resort to the 
power of combination among them. There is no doubt 
that at common law the rules governing the relation of 
the employe and the employer were framed in the interest 
of the employer. The single employe was at great dis- 
advantage in seeking favorable terms of employment or 
in maintaining them. By union, however, the wage earn- 
ers have been able to place themselves upon an equality 
of dealing with their employers. By joint contributions 
they create funds which maintain them pending disputes 
over terms. Their quitting employment in a body has 
proven a real inconvenience and a real interference with 
the employer’s prosperity, which makes it a powerful 
leverage in maintaining their reasonable demands. On 
a rising market the combination of laborers can compel 
their employers to give a just share of the increased 
profit of their joint product in the form of advanced 
wages, and on a falling market they can restrain the 
employer from undue haste in making a cut. Of course, 
wages are determined in a free market by the law of 
supply and demand and no combination can ultimately 
avoid an adjustment in accord with that economic law. 
But in the meantime trades unions can protect the work- 
min against the undue haste and greed of employers. 


Political Power of Trades Unions 


The trades unions have secured great benefit to 
their members because of the political power they have 
exercised. This they have been able to wield, not be- 
cause they constitute a majority of the community, for 
the members of trades unions and organized labor are 
very much in the minority even among wage earners; but 
they are a forceful, well-directed, compact body, active 
and influential in every local community as well as in 
the nation at large, and are supposed to hold a balance 
of power in many legislative and congressional districts. 
‘hey have been able to moderate the severity of the 
common law against their class, to impose upon employ- 
ers obligations in respect to the safety and health of the 
place of labor and the use of safety appliances in dan- 
gerous employment, to abolish the inequitable fellow 
servant rule and to obtain workmen’s compensation acts 
insuring the workmen against disabling accident. Some 
of these workmen’s compensation acts are in operation, 
but the principle has been accepted, and I doubt not in 
the course of time, when properly worked out, they will 
inure to the benefit not only of the employe but the 
employer and the community. 

These are the advantages of trades unions. We 
should know that they have come to stay and to remain 
powerful factors in the progress of the community. But 
evil tendencies have appeared in such combinations, just 
as in combination of capital. ‘Trades unionism has 
tended to create a dead level of industry and skill among 
wage earners. By securing the same pay for the good 
worker and the poor one it takes away the motive in 
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the individual workingman for greater industry and 
higher skill. These tendencies, we may hope, trades 
unions themselves will seek to mitigate and neutralize 
for their own good. 

But the chief ground for criticising the recent policy 
of trades unions is the fact that the power they have 
legitimately acquired by combination and have properly 
used for the betterment of their conditions, they are now 
attempting to abuse by seeking to place organized labor 
in a privileged class. Congress and legislatures have 
not deemed it necessary to take the same pains to im- 
pose detailed restrictions upon the possible abuse of the 
power of trades unions as in the case of railroad com- 
panies and trusts. To those who are injured by the 
abuse of their power by trades unions ordinary prin- 
ciples of law offer remedies which are probably sufticient. 
But the unions are not content with this freedom from 
special legislative restriction. They are demanding from 
legislatures and from Congress that common law and 
equitable remedies be suspended against their methods 
of industrial warfare, which have been declared to be 
illegal by the courts. They have succeeded in some of 
the states, as they have succeeded in HWngland. They 
have partially succeeded in Congress, but not as fully as 
their leaders represent, in the passage of what is called 
the Clayton Act. 


Compound and Other Boycotts 


The Anthracite Coal Commission appointed by Pres- 
ident Roosevelt, which settled the anthracite coai strike, 
and which contained a representative of organized labor 
upon it, made a report that the compound boycott was 
one of the most cruel and illegal instruments that could 
be evoked in a labor dispute, and they strongly con- 
demned it. There are three kinds of boycott—the pri- 
mary boycott, the secondary boycott and the compound 
boycott, so called. When a body of workmen withdraw 
from employment and notify their employer that unless 
he complies with their demand they will not work for 
him, nor will they patronize him in any way—that is 
what is called a primary boycott. It is legal and always 
has been. They may use the normal inconveniences that 
such withdrawal from employment and withholding of 
custom enable them to inflict on the employer to induce 
him to a compliance with their terms. When they en- 
large the field of inconvenience to him by trying to 
persuade others to sympathize with them in withholding 
custom or valuable association of any sort from the 
employer, they are engaged in a secondary boycott. 

The Clayton bill in my judgment makes legal a 
secondary boycott of this description, and it thus author- 
izes the use of an instrument in industrial warfare that 
may work unjust hardship. 

The compound boycott, however, is much more dan- 
gerous to the community, and it would be a serious 
public injury to make it legal. It seeks to draw into the 
controversy by compulsion members of the community 
who have no normal relation to the issue between the 
contestants in the labor dispute. 

A is an employer and B is the body of employes in 
a trade union and C is a customer of A. If the B trade 
union has a dispute with A, and B notifies C that he 
must withhold his custom from A or B will boycott him 
also, this is a compound boycott, both against A and C. 

It was illegal at common law and gave an action 
for damages to both C and A, and was a criminal con- 
spiracy punishable as a misdemeanor. Its evil is in the 
opportunity by moral duress it gives the striking and 
boycotting workmen to involve the whole community in 
the fight and array them against A. 

The Supreme Court of the United States has held 
that such a compound boycott used to destroy the inter- 
state trade of a hat manufacturer in Danbury, Conn., 
was a violation of the Anti-Trust Act and has sustained 
a judgment for $225,000 against members of the trade 
union which carried on the boycott. In my judgment 
there is nothing in the Clayton Act passed last year 
which would prevent a similar judgment for similar acts 
in the future. 


Undue Restraint of Corporations 


We in the past found corporations exercising undue 
privileges to the disadvantage of the people which the 
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people in the enthusiasm of material expansion had un- 
wisely granted them, and now in the reaction we find 
that the movement toward the curtailment of their 
powers has gone beyond the median line, has resulted in 
injustice to them and injury to the community. On the 
other hand, we found that the wage-earner class was 
suffering from a fundamental and unjust disadvantage 
in dealing individually with capital. In order to put 
them on an equality with their employers, so that they 
might secure a proper share of the joint product of labor 
and capital, it was necessary to recognize the legality of 
combination among them. In the encouragement which 
they have been given and the power that they have been 
exercising they now seek to obtain privileges through 
their political influence. 

We are now halting in business and progress and 
are learning the unwise steps we have taken that need 
retracing. We need not go back to the conditions that 
led to the great reform, and we shall not do so. But we 
should go back to the line of justice and equity. 


Attacks on Representative Government 


Another most important development in this coun- 
try has been an attack upon our representative system 
of government as a cause of the corporate and corrupt 
control of politics. It was said that the system involved 
the selection of agents by the people to act for them in 
executive and legislative work who too often proved 
faithless, and that the only method of carrying on the 
government safely was to dispense with legislative agents 
and let the people legislate directly. A most formidable 
wave of public opinion in favor of such a change has 
swept the country and has found expression in the in- 
itiative and the referendum. After a study of the work- 
ing of these innovations, 1 do not hesitate to say that it 
proves the unwisdom of such changes. If it be true that 
a people have not information and intelligence to select 
from their own number competent and honest agents to 
do their work, they certainly have not the capacity to 
perform the much more difficult task of passing useful 
judgment on statutes, frequently difficult to construe or 
understand. Again, the duty imposed upon the people in 
legislating by initiative and referendum is so much more 
burdensome than that imposed by the representative 
system in selecting agents to do this work that the 
majority of the voters too frequently refuse to perform 
their electoral duties, and thus leave to a minority of 
the electorate the decision of important questions sub- 
mitted by referendum. The majority of the eiectorate 
thus show that they do not approve the reference to them 
of such difficult questions. ‘The statistics show that at 
the same election at which officers are to be elected, and 
measures referred are to be voted upon, the proportion 
of those who vote upon the measures is rarely more than 
sixty per cent. of those who vote for candidates, and 
not infrequently is as low as twenty- -five or thirty per 
cent. thereof. In the election of 1912 in Oregon the 
electors were called upon to vote upon the question of 
adopting thirty-one complicated statutes. In order to 
explain the issues thus presented the state published a 
volume containing 250 closely printed pages and circu- 
lated it among the voters. I ask this intelligent audience 
to look into their hearts and answer me truly, and say 
how many of them in preparation for such an election 
would read diligently through that volume of 250 printed 
pages. It would be on subjects with many of which they 
were not familiar. Much or all of it would be the dryest 
kind of reading. Then I ask those who think they would 
read such publication how many of them after reading 
it would think their judgment upon the statutes worth 
anything. 

The initiative gives the power to anyone who can 
induce five per cent. of the electorate to sign his petition 
to frame a legislative bill and compel its submission to 
the electorate, and this without amendment or discussion 
as to form. It is a great burden upon the electors and 
eliminates all possibility of that wise adaptation to the 
real public needs that illuminating discussion and _ re- 
framing so often give to laws when they are passed by 
Congress or a state legislature. 

The Business of Legislation 


The business of legislation is an expert matter. It 
is something that requires a knowledge of the m 
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of legal terms. It often requires the taking of evidence 
in order to determine what the real evil is to be remedied 
and how such a remedy can be formulated. Legislators, 
even if they are not trained lawyers, acquire excellent 
judgment as to the merits of bills by reason of their 
experience and the full opportunity and time they have 
to study the bills, and from the calm and informing dis- 
cussion of their details. This is impossible with the gen- 
eral public. It is just as absurd to propose to build a 
bridge without engineers, to build a house without an 
architect or a competent contractor as to propose de 
tailed legislation by votes at a popular election. This is 
not to impeach the intelligence of the electorate, it is 
only to recognize the limitations upon men, however, in 
doing something under the conditions no intelligence will 
enable them to do. 

The pure democracy attempted in Athens proved to be 
a failure, and government in those days was so much 
simpler than in our cities and states that even a tem- 
porary success in such a community would not justify a 
resort to the same method now. The town meeting in 
our New England states was a form of direct govern- 
ment adopted when the necessities of village and town 
government were few and when almost anybody could 
discharge the duties of any office. Yet those Puritan 
ancestors of ours, the moment their villages became three 
or four in number, turned to the representative system. 
The general courts of Massachusetts and of Connecticut 
and of Rhode Island and of all the other New England 
states evidence the conviction that the town meeting 
system is inapplicable to a community of any consider- 
able size, especially to a community in which the people 
live in different settlements remote to the seat of gov- 
ernment, 

The institution of recall deals with the executive 
and judicial branches of the government. With both its 
operation is injurious to the public service, though in 
the case of judges it is much more dangerous. 

If an executive officer is dishonest he can 1n effect 
be recalled by impeachment or by criminal trial and 
conviction, and sentenced to the penitentiary. Under 
the new system of recall an honest official, before he 
has had time to work out and vindicate his policies, may 
be ousted by an ambitious rival through misrepresentation 
in the press and the hasty judgment of the minority of 
the electorate who go to the polls. The necessary tend- 
ency of such a system is to prevent his adopting any 
affirmative policy at all, to discharge his duties in a 
colorless way, to restrain all energy and enterprise, and 
to keep him with his ear to the ground to enable him 
to avoid the doing of anything that shall arouse discus- 
sion. It adds greatly to the tyranny of a reckless and 
unscrupulous press. It necessarily discourages enterprise 
and originality and real effort for reform because no 
reform was ever initiated that did not stimulate misrep- 
resentation to obstruct its successful inauguration. 
Under such a system Lincoln would have been recalled. 


The Recall of Judges 


The evil of the recall of judges and judicial 
decisions is, however, much greater. The tenure of a 
judge or the right of the individual litigants is to de- 
pend on the chance and uncertainty of one popular elec- 
tion. In the nature of the case, the people cannot be 
advised of the legal arguments pro and con even if they 
could understand them. Again the power of a reckless 
press would be enhanced and justice and equity would 
play little part in the result. 

The evil tendency of such so-called reform is in the 
destruction of the sanctity of our constitution. Under 
the initiative and referendum, no greater consideration 
by the people is required in the passage of a constitu- 
tional amendment than in that of any temporary and 
unimportant measure. A bill of rights and an appro- 
priations bill in such a procedure rest upon the same 
sanction. The success of our popular government, in 
promoting the happiness of all the people, depends upon 
the justice and equity with which it reconciles the rights 
and power of the whole people with the rights of 
minority and of individuals. Such justice and equity 
has been obtained by the adoption of a written constitu- 
tion and the interpretation and enforcement of it by an 
independent judiciary whom the people took pains to 
surround with every protection against popular passion 
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or congressional or executive restraint. The system of 
representative government is an institution hammered 
out in the struggle for liberty by our Anglo-Saxon an- 
cestors for eight kundred years. The system of written 
constitutions and an independent judiciary has vindi- 
cated itself in the strenuous life of the Republic for 
125 years and there is nothing in the actual results of 
the initiative, referendum and recall that commends 
them as a substitute. 


Parties Are Necessary 


What is true with respect to the state is true with 
respect to the party. Parties are essential to poputar 
government. In no other way practically can the will 
of all the electorate be interpreted and embodied in af- 
firmative action, legislative and executive. The selec- 
tion of candidates by a party is a matter in which the 
community may properly take an interest and with re- 
spect to which the legislature may properly pass laws 
to preveut abuses which have arisen in party govern- 
ment. But the question which I moot is whether the 
selection of candidates at a general primary has tended 
to the elimination of corruption or political machine 
rule and the selection of better representatives of a 
party. 1 say without hesitation that it has not, Cer- 
tainly it has not with respect to the many ovoilices to 
which it applies, when the persons to be selected are not 
persons of whose qualification the public can, in the 
nature of things, have any intimate knowledge. The 
standard of judges in those states where the candidates 
are selected by a general primary has notably and per- 
ceptibly become interior to those who were selected under 
the old convention system. 

The convention system gave rise to abuses. Bosses 
and machines were able to control the convention, but 
even under the worst boss and the worst machine the 
convention was a body with a sense of some responsi- 
bility growing out of its desire to nominate a ticket 
which would win in the election; and therefore while it 
may have nominated many machine candidates whose 
selection did not make tor the public interest, it fre- 
quently nominated men of strength and popularity and 
high character in order that the ticket migut be a vote 
getting one. Under the system of the general primary 
there is no such responsibility. MWspecially is this true 
in the selection of the subordinate ofiicers. Circum- 
stances of no real or proper significance in the selection 
of qualified candidates aifect the choice in such cases. 
If the initial letter of the candidate’s name comes early 
in the alphabet, and he is first in the list of candidates, 
he may receive thousands of votes more than the man 
whose name begins with W. Anything that gives a 
man notoriety or conspicuousness in the community, 
however unimportant in showing his quulifications, at- 
tracts votes to him because the voters iave no other 
means of identifying or discriminating between the many 
candidates, ‘he man who advertises himself most in 
the newspapers has a great uuvantage. The general 
primary in the opportunity which it olfers to the use 
of money in organizing a campaign, expended, not cor- 
ruptly but merely in giving publicity to’the candidate, 
greatly increases the power of money. I have known 
man ufter man, worthy of party preference, who has 
declined to enter a primary contest because of the finan- 
cial burden that a successtul issue imposed. 


Machine Control of Primaries 


Nor is it true that the general primary is any less 
subject to the control of a machine and the boss and a 
political organization than a convention. Primaries are 
usually attended by a minority of the party. In other 
words, the result is much affected by the number who 
can be aroused to come out to vote, and that depends 
upon organization. This places in the hands of the 
politicians who have an organization the means to 
control, 

In America we have been greatly influenced by 
the success that our people have shown in the invention 
of machines to reduce the amount of labor needed and 
the cost of production, and we cannot get ovér the idea 
that political evils can be remedied by a change in 
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political machinery. I don’t mean to say that one form 
of machinery in politics is not better than another, but 
I do mean to say that everyone will fail, or will suffer 
in its operation if the electorate do not perform their 
electoral duties. The representative system in legis- 
latures and in conventions system will work well if the 
people who ought to vote will turn out, and it will work 
for the reasons I have stated a great deal better than 
the initiative and referendum and the general primary. 
But we should realize under any system the politicians 
will control, if the people fail in their electorai duties. 
These so-called reforms and their popularity are a sin- 
cere expression of the desire of the people to make 
short cuts and to avoid the evils of a failure of the 
people to do their duties. It is a futile policy, as ex- 
perience is showing. We find the so-called bosses still 
controlling under the general primary, and we find the 
reformers as bitter against the result of the general 
primaries when they are defeated as they were against 
the convention. We may, therefore, expect a wise reac- 
tion from this attempted infusion of “more democracy 
to cure the evils of present democracy.” 


Another marked tendency of this generation is the 
growth of the spirit of universal brotherhood. It has 
shown itself in the sense of responsibility that rich men 
who have accumlated great fortunes have manifested in 
enormous donations to every variety of philanthropic 
activity. They have shown this not only by the size 
of these contributions but by the foresight and labor 
with which they have formulated the provisions and 
created instrumentalities for their useful applica- 
tion. But not among the rich alone has this feeling 
spread. The organization of all sorts of charitable 
societies and the unselfish activities and devotion of 
people of moderate or very limited means to help their 
stumbling brethren and sisters is apparent on every 
hand. The awakened interest on the part of the many 
in public matters, the organization of thousands of 
women’s clubs for the discussion of subjects of public 
interest, and for the promoting of plans for municipal 
and other kinds of community improvement are mani- 
fest to every observer. The churches, too, have mini- 
mized doctrinal differences and have united and stand 
shoulder to shoulder in a common effort to make the 
spirit of religion the handmaiden of the moral uplift 
and of the spread of the fraternal spirit. The people 
have halted in their mad rush for dollars and have be- 
come ashamed of their previous absorption in material 
matters and are now seeking to show to the unfortunate 
who have not shared in the general prosperity their 
interest in them and their desire to help them on. 


Paternal Legislation 


The same spirit shows itself in the trend of legisla- 
tion which has assumed a much more paternal character 
than that of a quarter of a century ago, when the doc- 
trines of the laissez faire school of government seemed 
to be controlling. It is quite possible that in this en- 
thusiasm many foolish things have been done. A move- 
ment of this kind cannot be carried on without develop- 
ing an hysteria that promotes silly projects, but these 
are the mere excrescences and excesses in a movement 
of real progress in humanity that every lover of his 
kind must welcome. The suggestion that by legislation 
we can all lift ourselves by the boot straps, can abolish 
poverty, can distribute fortunes and produce a_ uni- 
versal level of happiness is the dream of the socialist. 
Many schemes of uplift, whose authors deny that they 
are socialists, are equally unsound. They are, how- 
ever, an evidence of this spread of the fraternal feeling, 
although they promise no practical good and may involve 
obstruction to real progress in the waste of public 
activities, in the squandering of public funds and in a 
useless increase in the burden of taxation. 


This new fraternal feeling is not limited by na- 
tional boundaries. The people of the world are closer 
to each other. They are taking more interest in each 
other’s welfare. Those of us that dreamed of universal 
peace have had a dreadful shock in this awful cataclysm 
that has come to Europe; but even that has developed 
the world-wide interest in the welfare of peoples and 
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has shown by the general sympathy with the suffering 
of all the belligerents how much more united the peoples 
of the world are than they ever were before. The vast 
sums that are being contributed, the many activities that 
are being carried on among our people to relieve the 
wounded and starving of all the nations through the 
Red Cross and other agencies far exceed anything that 
history has shown in the past, and are as much greater 
in their extent as this war is greater than any previous 
war in the history of the world. 


The Destruction of Capital 


The war, the end of which no man can now see, 
staggers the imagination in the loss of life and in the 
destruction of hard-earned capital that its probable long 
continuance must involve. When it came it was such 
a shock and such a disappointment that those who hoped 
for human progress lost their faith. But as it grows 
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to be an older story and we bring our philosophy to 
bear on the facts, we find occasion for hope in the very 
suffering which when the war is over will prompt the 
adoption of some peaceable means of settling interna- 
tional disputes to prevent a recurrence of such an awful 
catastrophe. 

I am an optimist. The difference between a crank 
and an optimist, it seems to me, is not in their idesls, 
for an optimist may have as high ideals as a crank, but 
a crank is a man who believes that his ideals can be 
realized tomorrow by legislation and has no interest ex- 
cept in their instant accomplishment. He is not will- 
ing to await the slow growth in the character of the 
individual which must be the foundation of all human 
progress. The optimist believes his ideals are only at- 
tainable by indomitable struggle and never ending pa- 
tience ; but that so much are they to be desired that every 
elfort toward them is life giving, and every real advance, 
however gradual, is worth while. 


ADDRESS BY HENRY D. EST ABROOK 


SUBJECT, “SELF-DEFENSE” 


No stranger can say “hail and farewell’ to Seattle 
without recalling the words of the Master: “If ye have 
faith as a grain of mustard-seed and shall say unto this 
mountain, Be thou removed, and be thou cast into the 
sen; it shall be done.” But, says St. James, faith with- 
out works is dead, so that by works a man is justified, 
and not by faith only. 

It is worth any man’s journey from the uttermost 
parts of the earth just to visit this wonderful city and 
see confirmed this scriptural challenge to credulity—a 
miracle to be sure, but a miracle brought to pass by 
Seattle’s faith justified by Seattle’s work. For she has 
said to her encompassing mountains, Be ye removed 
and be ye cast into the sea, and lo! nothing doubting, 
the deed was done! Her mountains, useless and inac- 
cessible, have been brought low—dissolved—held in solu- 
tion—liquefied and flowed over valleys and housetops 
to push back the shoreline of Old Ocean himself, so 
that today any real-estate broker in Seattle will re- 
luctantly sell you, at ’steen dollars a square foot, what 
was formerly a mountain back somewhere in the in- 
terior, but now transformed, translocated, transfixed into 
a level waterfront, the very choicest warehouse prop- 
erty in the city. 

And the instrumentality through which this work 
of faith was accomplished only adds to the miracle; 
for it was not gunpowder or dynamite, but water—just 
plain, every-day water, seemingly the weakest, wettest, 
softest, least puissant of all agencies. Of course, your 
engineer will say that it was a mere problem in 
hydraulics; that given a certain head, and a certain 
volume, and a squirt-gun big enough, water in motion 
will lift a mountain out of its socket and batter it into 
batter, and that that is all the miracle there is to it. 
But your engineer thus admits that it was not simply 
water, but water in motion that did the trick. Isn't 
motion, next to life itself, the greatest of all miracles? 
Tie a pendant knitting-needle to a stick and revolve it 
fast enough and you have not a line of steel but a steel 
disk. Give water a head of 500 feet and you have not 
water but an arm of adamant. Motion! Is there such 
a thing as motion absolute, or is motion only relative? 
Can force act at a distance or only on substances in 
contact? Is all force and all substance resolvable finally 
into the forth-putting of some universal Mind? You 
see it is only a step from physics into metaphysics. It 
Atlas supported the earth on his shoulders, is the boy 
who stands on his head with his heels in the air another 
Atlas? Emerson declares that the soul of God is poured 
into the world through the thoughts of men. “The 


world,” he says, “stands upon ideas, not upon iron or 
cotton; and the iron of iron, the fire of fire, the ether 
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and source of all elements is moral force. As cloud on 
cloud, as snow on snow, as the bird rests on the air and 
the planet rests on space in its flight, so do nations of 
men and their institutions rest on Thought.” 


Government Rests on Thought 


Now, just as America was a new continent which 
the Almighty had kept fallow for the working out of 
some great design, so the American government was 
founded on brand new ideas; it and its institutions rest 
on Thought. Tirst was the idea that all men are 
created equal. England read this declaration of our 
fathers and was amused at the erratic notion. “Govy- 
ernments derive their just powers from the consent of 
the governed.” Here was another of those new ideas. 
Iingland heard of it and became furious. Hence the 
Revolution in which these ideas were vindicated. All 
the world heard of the event. Turopean labor shifted 
the burden from its shoulders for a moment and strained 
its weary eyes across the waters. It beheld the white 
hand of Freedom beckoning from the West. It wus 
asked to come and it came. From all quarters of the 
globe—from Europe, Asia and Africa—people of every 
nation, character and tongue flocked to render aid in 
the upbuilding of so ambitious a structure. Toreigu 
powers laughed at the motley spectacle. What inglorious 
failure awaited an undertaking born of the imagination 
and reared by ignorance! What riot and anarchy must 
ensue from such a diversity of habit, thought and lan- 
guage! Was America to be the new Tower of Babel? 
Yes—yes, with these differences: Instead of a few 
square feet on the plains of Shinar for a basis, the new 
Babel comprehended a continent; instead of the im- 
pious purpose of subverting the will of God, God Him- 
self was to be the architect; instead of the dispersion 
of one nation and the confusion of tongues, the new 
Babel was to amalgamate all nations and unify all lan- 
guages! 

Our Civil War was but a corollary of the Revolu- 
tion, for by this war the Declaration of Independence 
itself was vindicated. It became something more than 
a rhapsody of words, something more than a magnificent 
puradox; three million people were made citizens instead 
of slaves. 

Fellow citizens, our American Republic, the hope 
and beacon of the world is still in process of erection. 
It was our fathers’ task and only lately our brothers’ 
task, to die for it; be ours the harder task to live for 
it. We shall not survive to see it finished; God forbid 
that we should survive to see it perish. We are re- 
sponsible for the acts of our own generation and for the 
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education of the next. Shall our institutions endure?— 


and for how long? 


“Flow long, good angel, oh, how long? 
Sing me from Heaven a man’s own song! 
Long as thy art shall love true love, 
Long as thy science truth shall know; 
Long as thy eagle harms no dove, 
Long as thy law by law shall grow; 
- us thy God is God above, 
Thy brother every man below ; 
o long, dear land of all my love, 
Thy name shall shine, thy fame shall glow.” 


TR 


Please observe that these poets have a way of 
making truth so obvious as to forestall argument. Note 
the conditions laid down by Sidney Lanier for our per- 
petuity: Our Art in all its aspirations and accomplish 
ments shall love true love, that gracious principle or 
habit that looks for good rather than evil in the world. 
Our science shall know truth—not the learned ignorance 
and jargon of the schools, not the conceits of egotism. 
but God's truth that makes free and endureth to all 
generations. Our noble Fagle shall harm no dove—- 
only let the vulture and the cormorant beware! Our 
law by law shall grow, ‘‘slow ripening down from prec- 
edent to precedent,” under a Constitution that presents 
no barrier to the ultimate will of the people, but wisely 
compels them to think twice before relinquishing a prin- 
ciple of action once thought to be the best. Our God 
shall be God above—not any god under us, but the one 
God over us—a hovering ideal of spiritual good—above 
—always above—towards which we struggle by the very 
necessity of our spiritual being. Finally, our brother 
shall be every man below. Lowell, another poet, had 
already called America “half-brother to the world.” 
And Shakespeare, the poet of poets, says: 


“Strange is it that our bloods 
Of color, weight and heat, poured all together, 
Would quite confound distinction, yet stand off 
In differences so mighty.” 


That statement is as true today as when Shake- 
speare made it, save only in our own big, tolerant, 
humane nd hospitable country, where the bloods of all 
nationalities are poured together without distinction to 
the making of that ultimate being, greater, freer, nobler 
than any King on earth—an American, upon whose 
shoulder a Sovereign People hath laid the accolade of 


Man. 
Is the Republic Worth Fighting For? 


Was America as erected by such men as Washing- 
ton and Hamilton worth fighting for? Our forefathers 
thought so—even to the death. Was the perpetuity of 
our Union worth fighting for? Our fathers and brothers 
thought so—even to the death. Is America just as she 
is, under the tutelage of those to whom Washington has 
become a steel engraving and Hamilton anathema, worth 
fighting for? She is if an American is to continue lord 
of himself and not the vassal of a lord. She is if liberty 
means self-government. Groping, vacillating, jealous, 
discontented, costly and chaotic as popular government, 
from its very nature, is doomed to be, we Americans 
would not exchange the adumbrations, the auroras, the 
mists that spiritualize the hopes of democracy for all 
the hard, cold certainties of even contented slavery. 


Our states no longer have to defend themselves 
against each other, for they have a common interest in 
every inch of territory under a Constitution that guar- 
antees the equal rights of every citizen of every state 
In every other state. Otherwise, suppose that New 
York as a separate sovereign, and looking only to her 
separate interests, should deem herself over-populated 
and so fall to hankering for the everglades of Florida 
and a place in that tropic sunshine; would not some 
of her statesmen find an excuse for annexing Florida? 
Rather! And who would hinder her? And why 
shouldn't she? Isn’t necessity, next to self-defense, the 
first law of nature? And does not luxury becéme neces- 
sity, particularly the luxury of sovereigns? Except for 
our Union, therefore, we ourselves would today be liv- 
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ing in perpetual warfare, and every one of our several 
states would be a dainty morsel tempting the appetite 
of every King in Europe. 


Reign of Equal Laws 


Now, what does all this prove? For the first time 
in history America has proven that the peoples of the 
world, left to their own devices, and regardless of na- 
tionality, language, creed or need, under the reign of 
equal laws, with no other sovereignty than their ex- 
pressed will, owing allegiance only to humanity and 
themselves, may and will live in peace and a growing 
consciousness of the fatherhood of God and the brother- 
hood of men. Such a world-democracy as ours is the 
only hope of universal peace. Idealists dream of world 
peace through treaties of disarmament, negotiations of 
diplomacy, and the adjudications of international courts. 
Tennyson looks forward to the Parliament of Men and 
the Federation of the World, admitting it to be a far-off 
divine event. There is poet enough in everyone of us 
to share Tennyson’s dream and long for its materializa- 
tion, but the older I grow the more I realize that it is 
a dream within a dream unless and until every king 
and kinglet, prince and princelet, together with all their 
preposterous claims of divine rights—together with all 
the pomps and frauds and shams of royalty—have been 
banished from the earth. So far from being the Viear 
of God, a King is a monstrosity conjured out of Pande- 
monium by the people themselves as a punishment for 
their own wickedness and folly—an idol of Heathendom 
made manifest in the flesh. 


Tom Paine’s Philosophy 


Tom Paine has proved all this in his “Common 
Sense” and proved it from the Bible! Let me read to you 
a few extracts from his “Common Sense,” the pamphlet 
that more than any other single influence led to our 
Declaration of Independence: 

“The cause of America is, in a great measure, the 
cause of all mankind.” 

“The laying a country desolate with fire and sword, 
declaring war against the natural rights of all mankind, 
and extirpating the defenders thereof from the face of 
the earth, is the concern of every man to whom nature 
hath given the power of feeling.” 

“The design and end of government are freedom and 
security.” 

“How came the king by a power which the people 
are afraid to trust, and always obliged to check?” 

“The fate of Charles the First hath only made kings 
more subtle—not more just.” 

“Male and female are the distinctions of nature, 
good and bad, the distinctions of heaven; but how a 
race of men came into the world so exalted above the 
rest, and distinguished like some new species, is worth 
inquiring into, and whether they are the means of happi- 
ness or of misery to mankind.” 

“In the early ages of the world, according to the 
scripture chronology, there were no kings; the conse- 
quence of which was there were no wars; it is the pride 
of kings which throws mankind into confusion.” 

“Government by kings was first introduced into the 
world by Heathens, from whom the children of Israel 
copied the custom. It was the most prosperous inven- 
tion that was ever set on foot for the promotion of 
Idolatry. The heathen paid divine honors to their de- 
ceased kings, and the Christian world hath improved on 
the plan by doing the same to their living ones. How 
impious is the title of sacred majesty applied to a worm, 
who in the midst of his splendor is crumbling into dust!” 

“As the exalting one man so greatly above the 
rest cannot be justified on the equal rights of nature, 
so neither can it be defended on the authority of Scrip- 
ture; for the will of the Almighty, as declared by Gideon 
and the prophet Samuel, expressly disapproves of govern- 
ment by kings. All anti-monarchical parts of Scripture 
have been very smoothly glossed over in the monarchical 
governments, but they undoubtedly merit the attention 
of countries which have their governments yet to form.” 

“Nearly three thousand years passed away, from 
the Mosaic account of the creation, until the Jews, 
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under the national delusion, requested a king. ‘Till then 
their form of government (except in extraordinary cases 
where the Almighty interposed) was a kind of republic, 
administered by a judge and the elders of the tribes. 
Kings they had none, and it was held sinful to acknowl- 
edge any being under that title but the Lord of Hosts. 
And when a man seriously reflects on the idolatrous 
homage which is paid to the persons of kings he need 
not wonder that the Almighty, ever jealous of His honor, 
should disapprove a form of government which so im- 
piously invades the prerogative of heaven.” 

“Monarchy is ranked in Scripture as one of the sins 
of the Jews, for which a curse in reserve is denounced 
against them. The history of that transaction is worth 
attending to.” 


“The children of Israel being oppressed by the 
Midianites, Gideon marched against them with a small 
army, and victory, through the divine interposition, de- 
cided in his favor. The Jews elate with success, and 
attributing it to the generalship of Gideon, proposed 
making him a king, saying, ‘Rule thou over us, thou 
and thy son, and thy son’s son.’ Here was temptation 
in its fullest extent; not a kingdom only, but an heredi- 
tary one; but Gideon in the piety of his soul replied, 
‘I will not rule over you, neither shall my son rule over 
you, THE LORD SHALL RULE OVER YOU.’ Words 
need not be more explicit; Gideon doth not decline the 
honor, but denieth their right to give it; neither doth he 
compliment them with invented declarations of his 
thanks, but in the positive style of a prophet charges 
them with disaffection to their proper Sovereign, the 
King of Heaven. 


“About one hundred years after this they fell again 
into the same error. Laying hold of the misconduct of 
Samuel’s two sons, who were intrusted with some secu- 
lar concerns, they came in an abrupt and clamorous 
manner to Samuel, saying, ‘Behold thou art old, and thy 
sons walk not in thy ways; now make us a king to 
judge us like all the other nations.’ And here we can- 
not but observe that their motives were bad, viz., that 
they might be like unto other nations, i. e., the heathen ; 
whereas their true glory lay in being as much ‘unlike’ 
them as possible. ‘But the thing displeased Samuel 
when they said, Give us a king to judge us; and Samuel 
prayed unto the Lord, and the Lord said unto Samuel, 
Hearken unto the voice of the people in all that they say 
unto thee, for they have not rejected thee, but they have 
rejected Me, THAT I SHOULD NOT REIGN OVER 
THEM. Now therefore hearken unto their voice, how- 
beit, protest solemnly unto them and show them the 
manner of the king that shall reign over them. And 
Samuel told all the words of the Lord unto the people 
that asked of him a king. And he said, This shall be 
the manner of the king that shall reign over you: he 
will take your sons and appoint them for himself, for his 
chariots, and to be his horsemen, and some shall run 
before his chariots, and he will appoint them cap- 
tains over thousands, and captains over fifties, and 
will set them to ear his ground and to reap his harvest, 
and to make his instruments of war, and instruments of 
his chariots; and he will take your daughters to be con- 
fectionaries, and to be cooks and to be bakers, and he 
will take your fields and your olive yards, even the best 
of them, and give them to his servants; and he will take 
the tenth of your seed and of your vineyards, and give 
them to his officers and to his servants’ (by which we 
see that bribery, corruption and favoritism are the stand- 
ing vices of kings), ‘and he will take the tenth of your 
men servants, and your maid servants, and your good- 
liest young men, and your asses, and put them to his 
work; and he will take the tenth of your sheep, and ye 
shall be his servants, and ye shall cry out in that day 
because of your king which ye shall have chosen. AND 
THE LORD WILL NOT HEAR YOU IN THAT 
DAY.’ Nevertheless the people refused to obey the voice 
of Samuel, and they said, ‘Nay, but we will have a king 
over us, that we may be like all the nations, and that 
our king may judge us, and go out before us and fight 
our battles.’ Samuel continued to reason with them, but 
to no purpose; he set before them their ingratitude, their 
folly, he cried out, ‘I will call unto the Lord and He 
shall send thunder and rain’ (which was then a punish- 
ment, being in the time of wheat harvest), ‘that ye may 
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perceive and see that your wickedness is great which @ 
have done in the sight of the Lord, IN ASKING you 
A KING. So Samuel called unto the Lord, and the 
Lord sent thunder and rain that day, and all the people 
greatly feared the Lord and Samuel. And all the people 
said unto Samuel, ‘Pray for thy servants unto the Lord 
thy God that we die not, for WE HAVE ADDED 
UNTO OUR SINS THIS EVIL, TO ASK A KING? 
These portions of the Scriptures are direct and positive 
They admit of no equivocal construction. That the 


Almighty hath here entered his protest against mon- 
archical government is true, or the Scripture is false,” 


The War a Family Feud 


Fellow citizens, the bloody, beastly war raging in 
Europe—the outcome of a family feud among royal kins- 
men—is of no immediate concern to this country except 
as some of the belligerents have trampled our rights as 
neutrals. As for these aggressions, we have entered our 
protest and recorded our resentment. It is hardly prob- 
able that the situation at the worst will involve us in 
armed conflict, though it may lead to reprisals and de- 
mands for reparation. Both reprisals and reparation 
we could forgo, at whatever cost of prestige and 
national honor, rather than challenge combat. with 
our superiors in strength. But what stuns and almost 
stupefies us is the sudden discovery to ourselves of how 
far we have separated ourselves from kings and all they 
stand for and from all those who share the sordidness of 
their ambitions. Neither the Atlantic nor Pacific meas- 
ures the distance of that separation. It is interstellar— 
as wide as the reaches of thought itself. The investment 
that suddenly fell from the Veiled Prophet in Tom 
Moore’s Lalla Rookh did not more suddenly nor more 
completely reveal the hideous and frightful ugliness of 
the face it hid than did this war reveal the masquerade 
of kings. Faith, honor, truth, justice, mercy, righteous- 
ness—all the tremendous words which the human heart 
throughout the centuries has been gathering to itself 
to spiritualize and soften it, are to kings but empty 
sounds dead as a cracked cymbal. Is there any magic 
in the name America to lull the lust and greed of Kings? 
or to save us from their ravishment? And yet America is 
the best hope of humanity. Here, if anywhere, is the 
Ark of the Covenant. If we fail to safeguard it we are 
traitors to our fathers who fought for it, and to Christ 
Himself who died for it. Every dollar in our treasury 
and every red corpuscle in our blood stand pledged 
to its defense. We have sworn an oath before men and 
angels that no kingly foot shall ever rankle the clean 
earth of our Western World. Do we propose to keep 
that oath? 


Weaker Than Dishwater 


No nation threatens us in so many words; but who 
is oblivious to hints and intimations that speak louder 
than words? We boast our strength to repel attack 
when we know we are weaker than dishwater. While 
every other nation has been prenaring for aggression we 
have not made ready even for defense. Is this state of 
imbecility to endure? Shall we continue to listen to a 
wandering Voice as imbecile as our condition? When 
this Voice was recently removed from the counsels of 
our government we thought, good easy souls. we had 
gotten rid of it, and were ready to cry out with Isaiah, 
“We have been with child; we have been in pain; we 
have, as it were, brought forth wind.” Has Mr. Bryan 
proven himself so good a prophet in the past that we 
ean afford to trust him for the future? You recall what 
direful things were sure to happen. according to Mr. 
Bryan, if this country failed to repudiate a moiety of its 
honest debts by giving to fifty cents’ worth of silver the 
magic name of dollar. Personally, I have never believed 
in Mr. Bryan’s wisdom. and T grant him sincerity only 
because the point is not worth arguing. 


Mr. Bryan’s Policy 


And yet I would heartily advocate Mr. Bryan’s 
policy of non-resistance rather than any policy of 
half-preparedness. I had rather scrap every gun and 
warship we own if we are not to add to them. For if 
we were without strength to oppose invasion we could 
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at least claim the privilege of the weak and surrender 
without loss of life, with a moral claim even to the pity 
of the invader; whereas to fight inadequately armed and 
with a certainty of losing would be nothing short of 
murder, for which you and I and every taxpayer in the 
United States would be measurably responsible. 

To say that we are too big or too proud to fight in 
self-defense is, with all respect to the estimable but mis- 
taken gentleman who said it, absurd and puerile. To 
say that a mob of a million or so of untrained citizenry 
would leap to arms and put to flight the bullet-tested 
soldiery of Asia or of Kurope is worse than puerile—it 
is murderous stupidity. The machinations against this 
government at the moment are more subterranean than 
submarine. Our duty is to defend against both. We 
are permitted no alternative. We must forthwith spend 
money for defense, and lots of it. We must know that 
we are safe even from the temptation of attack. Our 
peace and future happiness depend upon this assurance. 
Haldane, you know, answered the appeal of Lord Roberts 
for better military equipment with a beautiful phrase, 
worthy our own President, or a Spencerian copybook : 
“We should prepare for the reasonably probable,” said 
Haldane, “but not for the logically possible.’ There 
spoke the lawyer but not the statesman. Haldane dis- 
credited himself, but, worst of all, he discredited his 
country. ‘he words of our own Washington are the 
words of a statesman, a soldier and a patriot, and they 
cannot be repeated too often or become too familiar: 
“To prepare tor war,” said he, “is one of the most ef- 
fective ways of preserving peace. A free people should 
not only be armed but disciplined. To that end a uniform 
and well-adjusted plan is requisite.” 


Washington’s Advice 


Has Washington ever been discredited? If so, when 
or where, or by whom? Has not time vindicated his 
right to warn Americans? ‘lo instruct them in their 
duty? To safeguard, even from the grave, the priceless 
heritage which he and his compatriots bequeathed to 
them? A free people, says Washington, should be armed 
and disciplined according to some well-adjusted plan. 
Whose plan? I should say that the recommendations in 
the first instance should come from our military experts, 
and that in so far as their recommendations were unani- 
mous they should be adopted without much debate and 
regardless of cost; with the understanding, however, 
that the sole purpose to be subserved is not conquest but 
self-defense. This simplifies and limits the problem as 
well as the expense. It means, obviously, a big navy—as 
big as any navy in the world—with every flying, diving 
amphibious auxiliary that can add to its effectiveness, 
and with all the munitions and means to boot—muni- 
tions for a year’s campaign at least always in cold 
storage. It means as many naval officers and men as 
may be necessary easily to operate the machinery fur- 
nished by the government. And inasmuch as most of 
the machinery will be complicated and scientific, it means 
officers and men of brains and technical training. But 
this sort of men can at all times find lucrative employ- 
ment in private life, which means that the government 
must outbid the market for their services. Insurance will 
cost money, but it is worth the price. 

Washington’s “well-adjusted plan” must likewise in- 
clude a skeleton army capable of taking on flesh at a 
moment’s notice—a standing army, say, of a hundred 
and “hes thousand, a decimal of a reserve army subject 
to eall, 


Menace of the Standing Army 


I admit that a large standing army is a perpetual 
menace to the very government that creates it. History 
shows that armies have mutinied and overthrown the 
governments they were expected to protect. Armies 
have been at once the incubators and tools of kings. So 
not the least debt of gratitude which America owes to 
Providence is her immunity from this danger. 

There is no instance on record where a navy, how- 
ever big, has turned against the government that fos- 
tered it; and in the very nature of things a fiavy lacks 
the opportunities as well as the incentive to foment 
rebellion. Wherefore, a large navy and a small standing 
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army must be our program. But, says Washington, a 
free people should be disciplined; and I think he meant 
the whole people. It has been suggested that the state 
militia should be brought under Federal domination. 
This ought to be done, of course. The first duty of an 
American volunteer should be to his country, not simply 
to a locality. It may cost the militia of our several 
states the companionship of those who join their ranks 
for a Summer outing rather than for business, but those 
who do join will be soldiers neither of tin nor tinsel, but 
of a different metal and a better mettle. The concerns 
of any particular state are inconsequential compared 
with the concerns of the nation. Our necessities and our 
laws have outgrown state boundaries, and, if you will 
pardon me for speaking out of my partisanship, it is my 
solemn conviction that the country has outgrown the 
competency of any political party to administer whose 
horizon is bounded by a locality. Any party which by 
training and tradition, by precept and example, has been 
nurtured in the idea that a state is bigger or more im- 
portant than the nation, has a whole lot to learn and to 
unlearn before it knows enough to govern the United 
States of America. 


A Case in Point 


But personally, I should advocate a discipline that 
went beyond a volunteer militia, and this for several 
reasons that grow out of my own observation. The only 
political office I ever held in my life was that of a regent 
of the Nebraska University, where there was no salary 
attached nor the ghost of a chance to steal. Part of 
our revenues came through the Monell Act, under which, 
also, the government furnished us a West Point graduate 
to instruct our boys in the duties of a soldier. In my 
time this young officer happened to be Lieutenant 
Pershing, now General Pershing, who rendered such 
brilliant service in the Philippines. Pershing was called 
a martinet, but the boys all loved him and tried to please 
him. Indeed they spent so much time shining their 
shoes, brushing their clothes, polishing their accouter- 
ment and learning the manual of arms, that the faculty 
complained to the board of regents that the boys were 
neglecting their studies, and asked that the military drill 
be abolished or greatly curtailed. I listened to the argu- 
ments of the learned faculty but cast my vote against 
them. For I had seen scores of lads who had come from 
farms and villages to work their way to an education by 
doing chores, however menial—great, splendid, slipshod, 
country bumpkins, with more legs than a centipede and 
more arms than Briareus—as awkward and clumsy as 
Newfoundland puppies; and in a year’s time I had found 
myself envying their elegance of carriage, their poise 
and pose, their self-possession—why, they had even 
learned how to stand still and to do it gracefully! I 
told the faculty that there was not a study in their 
curriculum that in my opinion meant half so much to 
these young fellows in after life as their military training 
under Pershing. Think of the habits that grew out of 
such discipline! Obedience, promptness, a sense of duty, 
temperance, cleanliness, deportment—everything that 
goes to make a useful and self-reliant citizen! In any 
walk of life these habits would be as valuable to them as 
all their knowledge, and in the event of war they would 
not like Col. Bryan have to be taught their “hay-foot”’ 
from their “‘straw-foot.” A million or so of such citizens 
would rival the armies of Germany and Japan. It seems 
to me that it would be well for him and for our country 
if every boy could have that discipline, and Washington, 
I think, was of the same opinion. 


Merchant Marine a Naval Auxiliary 


Permit me further to suggest that there is no better 
auxiliary to a navy than a merchant marine, nor is there 
any instrumentality that contributes more to the glory 
and riches of a country. I need not elaborate this fact, 
for it seems to be conceded, except by the infatuated. 
Time was when the American flag covered the seven 
seas; and the ocean highways, which are always paved 
and cost nothing for repairs, were as much ours as lng- 
land’s. Now the ship that flies our flag is a lonesome 
spectacle—a subject of derision—and such few ships as 
we have the La Follette Act will soon put out of com- 
mission. 
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Liberty! Liberty! what tyrannies are committed in 
thy name! Will we never learn that class legislation is 
always tyranny, and either defeats itself or injures the 
many to benefit the few? Was not this truth illustrated 
recently in New York, where the work on the subway 
was held up until the legislature in a frenzy of haste 
could repeal a law forbidding the employment of aliens 
on public works? Freedom and honesty are nature’s 
scheme for equal justice, and no “reformer,” for all his 
good intentions, has ever been able to improve upon it. 
The fundamental error of most social economists, so it 
seems to me, is their separation of labor and capital into 
immutable categories, as if once a laborer always a 
laborer, once a capitalist always a capitalist. Whereas 
in a free government honestly administered these rela- 
tive positions are as shifting as the sands, due to the 
difference in personal qualities and the time and chance 
that happeneth to us all. In our country there must be no 
classes and no categories, and woe betide the man who 
first creates them! 


The La Follette Act 


Do not grow confused in your distinctions. Tor a 
state to grant pensions to its widows, its aged, its dis- 
abled, is not “class” legislation, out a gift outright, made 
by the state for the supposed good of the state. Some 
of these paternalistic expenditures I heartily indorse, 
and do not begrudge my contribution to them in the way 
of taxes. The exercise of the police power is a theme in 
itself. But when the government tells me that I must 
run my business at a loss for the benefit of a favored 
class I have the right to tell the government to “go to,” 
and shut up shop. If the government permits me to 
compete with my rivals in business only on terms so un- 
equal as to spell bankruptcy and ruin, I will tell the 
government to please excuse me, and sell out to my 
rivals. The La Follette Act is the stupidest piece of 
legislation in the history of the couhtry, and all who are 
in any way responsible for it share in the culpability ot 
its author. It should not be spoken of as an Act to encour- 
age our merchant marine, but to abolish it and turn 
our shipping over to Japan, for that will be the sum 
total of its accomplishment. The La Tollette Act was 
perhaps expected to force employment of only American 
sailors, at better wages and easier work, amid more 
luxurious surroundings than any other sailors in the 
world. The fact that to do this involved abrogating 
treaties with nearly every country, as well us regulating 
the usages and commerce of those countries; the fact 
that no American shipowner could live up to the re- 
quirements of the Act and pay the cost of operation 
mattered not at all to these Utopians. But the purpose 
of the Act defeats itself. No American sailor will be 
employed because there will be no American ship to 
employ him. ‘To repeal the Act will therefore injure no 
one, not even the American sailor. 


A Merchant Marine 


Do we wish the United States to have a merchant 
marine? Very well, then. How hard do we wish it? 
The government cannot compel Americans to buiid ships 
—-isn’t that so? It can only coax and tempt and en. 
courage them to build ships—isn’t that so? The cheap- 
est encouragement it can offer is to permit our ship- 
owners to compete on even terms with the shipowners 
of the world—isn’t that so? If that involves subsidies 
or their equivalent, then our government must equalize 
conditions or go without its ships—isn’t that so? For 
our government itself to go into the business—well, that 
has been suggested and even urged by those who ought 
to know better, but the mocking laugh with which the 
country greeted the suggestion shows that the people 
still have some appreciation of the functions and limita- 
tions of government. 

Suppose that we had legislators and statesmen 
putriotic enough, wise enough and brave enough to save 
some of our agitators from the consequences of their 
own folly; suppose our government should offer induce- 
ments sufficiently alluring to tempt Americans to build 
their own ships; what do you suppose would happen? 
Leaving out of consideration the value of a merchant 
marine as an auxiliary to our navy; leaving out of con- 
sideration the inestimable aid to our commerce and inter- 
national exchange which these ships would give to us, let 
the workingmen of our country try to realize what 
various occupation it would furnish them—in mines, 
forests, factories, forges, shipyards—why, it would open 
new fields of endeavor—it would mean the employment 
of thousands of workers not otherwise employed. The 
lia Iollette Act means the very opposite of all this. It 
means no American ships and no benefit to the American 
sailor. Is the American sailor a dog in the miunger? 
If he cannot benefit himself, will he prevent others from 
benefiting? Is he less than a patriot? I do not believe 
it, for at the core of him he is every inch a Man, with the 
privilege and duty to deserve the title, for it is America’s 
only citle of nobility. To acclaim a man a Man 
with a capital “M” for emphasis, and the word length- 
ened by the emphasis, is to honor him in the highest— 
eulogy can go no further. It is a challenge to the sex in 
us. It is to masculinity what a bugle blast is to music. 
We are conscious of an exaltation rising in the heart, of 
an heroic icon efformed and fashioned in the mind. ‘That 
exaltation is the voice of God—that icon, a vision of the 
ideal, moulded of the God-essence, out of which all meu 
are moulded. For man, in his manhood, stands for God: 
for strength, courage, candor, selfhood, and the dignity 
of selfhood that is neither dependent nor aloof. The 
hopes of our republic, the integrity of our institutions 
are based on manhood, and O, my friends, they are 
sound and safe—safe so long as that voice cries in the 
heart of us—so long as that vision haunts the soul. 


CAN CONGRESS CONFER TRUST 
POWERS UPON NATIONAL BANKS? 


ADDRESS BY HENRY M. CAMPBELL, ESQ., BEFORE TRUST COMPANY SECTION 


We are living in an age of miracles. The dreams 
of centuries are being realized, and much is transpiring 
that has never been dreamed of at all. The fascinating 
tales of the Arabian Nights no longer stir the blood. 
Aladdin’s lamp has been consigned to the scrap heap 
and Puck’s boast that he would put a girdle about the 
earth in forty minutes would not get him a job as 
messenger boy in a modern wireless plant. Who so 
bold as to predict what the future may hold for us and 
our children! But all of these miraculous changes are 
taking place in the physical world. Throughout the 
march of the centuries man’s nature has remained prac- 
tically unchanged. His impulses, his passions, his am- 
bitions, his loves and his hates, his tendencies towards 
good and evil are essentially the same to-day as they 
were in the days of Solomon. The story of Cain finds 
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its counterpart in the pages of almost any daily news- 
paper. Esau still sells his birthright for a mess of 
pottage. The veneer of civilization is thin and it is 
not far down to the caveman. The ambitions of Alex- 
ander, Caesar, Napoleon and Kaiser Wilhelm are much 
the same and the motives of Croesus can with difficulty 
be distinguished from those of the great magnates of 
later days. No improvement has yet been made in the 
precepts of the Holy Scriptures, which are as true and 
applicable to-day as they were twenty centuries ago. 
It is the function of law to regulate human action 
for the benefit of the community. This involves restraint 
upon the liberty of the individual, the necessity for 
which is as urgent today as in the past. That restraints 
are necessary is universally admitted; but what the re- 
straints shall be, how far they shall go and what form 
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they ‘shall take are questions involving wide difference 
of opinion and endless discussion, The bewildering 
changes which are taking place in the physical domain 
seem to have engendered a spirit of unrest in the people, 
and a tendency toward making changes in the laws 
which govern them—often apparently merely for the 
sake of change, without sufficiently considering whether 
the changes are desirable or not. Little attention is 
being paid to fundamentals or the lessons of the past; 
and many radical experiments are being made with the 
governmental system of the country, the effect of which 
it is difficult to predict. In line with these experiments 
is the constant effort to escape from constitutional re- 
straints imposed upon the making of laws, and the con- 
ferring of unrestricted powers upon executive officials. 
Any one at all familiar with the history of attempts 
at popular government in the past must appreciate that 
until our present representative form of constitutional 
government was established, all such attempts failed, be- 
cause the individuals intrusted with power (for such 
is human nature) inevitably in the end exercised it 
for their own aggrandizement, to the destruction of the 
liberty of the people who conferred the power upon them. 
Hasty and radical changes in the fundamental principles 
upon which our system of government rests, and under 
which, for the first time in history, a popular govern- 
ment has survived and prospered, are dangerous experi- 
ments, which can only result in harm. For any man, 
or body of men, to make, construe and execute the law 
is violative of the very basis of our form of government. 


I am no enemy of improvement or progress, but 
there are certain great principles which long experience 
has shown are essential to the stability of popular gov- 
ernment, and which cannot safely be ignored. Every 
government must include within its scope—at least if 
it is to possess suitable stability and energy—the exer- 
cise of the three great powers upon which all govern- 
ment is supposed to rest, namely, the executive, the 
legislative and the judicial powers; and in a free gov- 
ernment, such as ours, it is essential that these powers 
be kept separate and in different hands. The main- 
tenance of this distinction has proved to be the most 
effective check upon arbitrary power yet devised. One 
of the earliest declarations of this great conception of 
popular government is found in the constitution of the 
Commonwealth of Massachusetts, and reads as follows: 


. “In the government of the commonwealth, the 
legislature shall never exercise the executive or 
judicial powers, or either of them; the executive 
shall never exercise the legislative or judicial 
powers, or either of them; the judicial shall never 
exercise the Jegislative or executive powers or either 
of them; to the end that it may be a government 
of laws, and not of men.” 


Thus is recognized the inalienable right of every 
citizen that he shall be governed by law, and not by the 
unrestricted will of man, and that the laws which are 
to govern him shall be prescribed in an orderly manner, 
by representatives who are immediately responsible to 
him. 


The increasing tendency throughout the country to 
chafe at legal restraints and to vest individuals with 
governmental powers—executive, judicial and _legisla- 
tive—which have heretofore been exercised only in ac- 
cordance with constitutional provisions, cannot be at- 
tributed to the doctrines or influence of any particular 
political party, but rather to the delusion on the part 
of many unthinking persons, that by conferring unre- 
stricted power upon individuals, the government is 
brought that much nearer the people. It is an adoption 
of the socialistic principles of paternalism and a re- 
jection of those principles of individual freedom out of 
which the wonderful prosperity of our country has de- 
veloped. Departments and commissions have been en- 
dowed, under the guise of regulation, with powers dis- 
tinctly legislative and judicial, as well as executive in 
their nature, and not infrequently those regulations have 
been extended far beyond the authority intended to be 
conferred upon the department or commission issuing 
them. There has thus been grafted upon our govern- 
mental system a mass of regulations, having the effect 
of laws, and carrying with them all the penalties which 
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follow a violation of laws, which have been made by 
individuals acting without rule or guidance other than 
their own unrestricted will. It is of such methods that 
Mr. Justice Matthews, of the Supreme Court of the 
United States, has said: 


“The very idea that one man may be compelled 
to hold his life, or the means of living, or any ma- 
terial essential to the enjoyment of life, at the mere 
will of another, seems to, be intolerable in any coun- 
try where freedom prevails, as being the essence of 
itself.”.—Ywick Wo. vs. Hopkins, 110, U. 
S. 


When the Federal Reserve Act was pending in Con- 
gress, there was added to it, at the eleventh hour, a 
paragraph covering subjects which up to that time had 
never been dealt with by national banks or the Federal 
government. This paragraph is designated Section 11 
(k). It consists of only four lines, but it confers upon 
the Federal Reserve Board powers which, if sustained, 
give to that Board domination over a multitude of our 
most intimate domestic affairs—affairs which are wholly 
foreign to the national banking business and which here- 
tofore have been regulated exclusively by the local laws. 
It reads as follows: The Federal Reserve Board shall 
have power 


Sec. 11 (k)—“To grant, by special permit to 
national banks applying therefor, when not in con- 
travention of state or local law, the right to act 
as trustee, executor, administrator or registrar of 
stocks and bonds, under such rules and regulations 
as the said Board may prescribe.” 


In discussing this paragraph, I wish it to be dis- 
tinctly understood that I am not undertaking to criti- 
cise the members of the Federal Reserve Board, or their 
methods or motives, in exercising the powers attempted 
to be conferred upon them. I do not question their 
patriotism or ability, and I have no doubt that they 
are making every effort to prescribe such rules and regu- 
lations as in their judgment will be best adapted to 
regulate the exercise by national banks of these new 
powers thus attempted to be conferred upon them. My 
indictment is against the system, not against the in- 
dividual members of the Board. 


From the beginning of our government, fiduciary 
trusts have been defined and regulated by local law; 
the administration of estates has belonged exclusively to 
the states where the property of the deceased is located, 
and the subjects upon which the inhabitants of a state 
may contract have been prescribed by state authority. 
The state laws pertaining to these matters fill volumes 
of our state statutes. They vary in the several states 
according to local requirements and are the result of 
years of effort on the part of the representatives of the 
people affected by them. By virtue of this brief para- 
graph of four lines, if valid, all these statutes may be 
set at nought and the Federal Reserve Board, at its 
pleasure, may authorize such national banks as it may 
select to exercise all of these powers, under such rules 
and regulations as it may prescribe, which rules and 
regulations must prevail over any state law; otherwise, 
the exclusive control of the Federal government over 
its own system of banking would be destroyed, as “it 
is well settled that the United States statutes relative 
to national banks constitute the measure of the authority 
of such corporations, and they cannot rightfully exercise 
any powers except those expressly granted, or which 
are incident to carrying on the business for which they 
are established.”’—First National Bank vs. Converse, 200, 
U. S. 438. 

The importance of an early determination of the 
validity of this paragraph cannot be overestimated. 

In order to arrive at a solution of this problem, 
three questions must be considered: 


First—Has Congress itself authority, under the 
Federal Constitution, to confer upon national banks the 
right to exercise the powers stated in Section 11 (k)? 

Second.—lIf it ean lawfully do so itself, can it dele- 
gate such authority to the Federal Reserve Board? 

Third—If neither the Federal Reserve Board nor 
Congress itself can confer such powers upon national 
banks, have the states, or any of them, consented to the 
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exercise of them, and if so, will consent on the part of 
the state be effective? 

First.—The authority of Congress to create a cor- 
poration with power to act as trustee, executor, admin- 
istrator and registrar of stocks and bonds, or which is 
practically the same thing, to confer such power upon 
an existing corporation, must be found in the Federal 
Constitution. The United States government is one of 
limited powers, and Congress possesses only such powers 
as are expressly enumerated and such incidental or im- 
plied powers as are necessary to give effect to the powers 
expressly conferred. This proposition has been recog- 
nized since the foundation of the government. An ex- 
amination of the Federal Constitution discloses that there 
is no express authority in Congress to create corpora- 
tions for any purpose. It has, however, implied author- 
ity to create them when they are appropriate instru- 
ments for carrying into effect the powers of government 
expressly granted. Early in the history of the govern- 
ment, the question of the establishment of a United 
States Bank arose, and the power of Congress to create 
such a corporation was sustained on the ground that the 
bank was one of the instrumentalities of government 
“necessary and proper for carrying into effect the powers 
vested in the government of the United States.’”.—McCul- 
loch vs. Maryland, 4 Wheat. 316. 


The limitation of the authority of Congress to such 
matters as are national in character and necessary to 
the administration of the affairs of government is 
graphically put by Alexander Hamilton, in an opinion 
given by him when Secretary of the Treasury, on the 
constitutionality of the charter of the first bank of the 
United States, in which he says: 


“It is conceded that implied powers are to be 
considered as delegated, equally with express ones. 
Then it follows that as the power of erecting a cor- 
poration may be as well implied as any other thing, 
it may as well be employed as an instrument or 
means of carrying into execution any of the specified 
powers, as any other instrument or mean whatever. 
The only question must be in this as in every other 
case, whether the mean to be employed, or in this 
instance, the corporation to be erected, has natural 
relation to any of the acknowledged objects or law- 
ful ends of the government. Thus a corporation 
may not be erected by Congress for superintending 
the police of the city of Philadelphia, because they 
are not authorized to regulate the police of that 
city. But one may be erected in relation to the 
collection of taxes, or to the trade with foreign 
countries, or to the trade between the states, or 
with the Indian tribes; because it is the province 
of the Federal government to regulate those objects, 
and because it is incident to the general sovereign 
or legislative power to regulate a thing, to employ 
all the means which relate to its regulation to the 
best and greatest advantage.’—26 Harvard Law Re- 
view 672. 


The right of Congress to create national banks rests 
upon the same grounds and is subject to the same limi- 
tations—Davis vs. Elmira Savings Bank, 161 U. S. 283. 


No one will contend that the right to act as trustee, 
executor, administrator or registrar of stocks and bonds 
is in any sense necessary to the administration of the 
affairs of the Federal government. Neither is such right 
an integral or essential part of the business carried on 
by national banks. It is not a banking function. There- 
fore, Section 11 (k) cannot be sustained upon any theory 
of implied powers. 

The distinction between banking and acting as trus- 
tee is fundamental. In the case of the bank the rela- 
tion between it and its depositor is that of debtor and 
creditor. The depositor, in effect, agrees that his money 
shall pass to the bank and become its own to be used 
by the latter for its own profit. The obligation of the 
bank is an absolute one to repay the amount of money 
deposited, and the depositor is not concerned in the in- 
vestment of the moneys which the bank may make. On 
the other hand, the relation of the trustee and the cestut 
que trust is precisely the reverse. Only the technical 
control of the trust property is vested in the trustee. 
Equitably and beneficially the property belongs to the 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


VoL. No. 3 


cestui que trust. The trustee cannot use the trust prop- 
erty for his own profit or mingle the trust funds with 
his own. His obligation is to hold and account for the 
particular property for the benefit of the cestui que trust 
If after exercising reasonable judgment, a loss occurs, 
it falls upon the trust fund, and not upon the trustee. 
The definition and regulation of trusts has always 
belonged exclusively to the state. The same is also true 
of the administration of estates and the making of con- 
tracts. Mr. Justice Field, of the Supreme Court of the 
United States, in a leading case, says upon this subject: 
“The several states of the Union are not, it is 
true, in every respect independent; many of the 
rights and powers which originally belonged to them 
being now vested in the government created by the 
Constitution; but except as restrained and limited 
by that instrument, they possess and exercise the 
authority of independent states, and the principles 
of public law to which we have referred are applic- 
able to them. One of these principles is that every 
state possesses exclusive jurisdiction and sover- 
eignty over persons and property within its terri- 
tory. As a consequence, every state has the power 
to determine for itself the civil status and capacities 
of its inhabitants; to prescribe the subjects upon 
which they may contract, the forms and solemnities 
with which their contracts shall be executed, and 
the rights and obligations arising from them, and 
the mode in which their validity shall be determined 
and their obligations enforced, and also to regulate 
the manner and conditions upon which property 
situated within such territory, both personal and 
real, may be acquired. enjoved and transferred.”— 
Penover vs. Neff, 95 U. S. 722. 


Because of this plenary control, a state may author- 
ize a trust company to engage in banking, in addition 
to conducting the usual trust business, or a state bank 
to exercise trust powers; but the legislature of a state 
may not surrender its sovereign authority by consenting 
that Congress may exercise authority over persons and 
property, jurisdiction over which has been retained under 
the Federal Constitution by the several states, and ex- 
presslv denied to the Federal government. The tenth 
amendment to the Federal Constitution reads as follows: 


“The powers not delegated to the United States 
by the Constitution, nor prohibited by it to the states 
are reserved to the states respectively, or to the 
people.” 

Jn this connection it may be pointed out that if the 
powers specified in Section 11 (k) were among those 
incident to an ordinary banking business the section 
would be unnecessary. The adoption of the section is of 
itself a legislative admission that national banks, with- 
out additional authority. have no right to exercise the 
powers which it is sought to confer upon them. 


The answer to the first question must be that Con- 
gress itself has no authority to confer upon national 
banks the powers specified in Section 11 (k). 

Second.—Conceding, however, for the purposes of 
the argument, that Congress may create a corporation 
possessing the capacity to act as trustee, executor, ad- 
ministrator or registrar of stocks and bonds, or may add 
such powers to those already possessed by national 
banks, an entirely different question is presented when 
Congress attempts to delegate its legislative authority 
to the Federal Reserve Board. 

The creation of a corporation is peculiarly an act 
of sovereignty and involves a legislative discretion which 
can only be exercised by the constitutional agency created 
by the people for that purpose, that is to say, by the 
Legislature itself. The act of conferring additional cor- 
porate powers upon an existing corporation is of the 
same nature. The principle that this power can only 
be exercised by the Legislature itself is best stated in the 
language of Mr. Justice Cooley, the greatest authority 
upon constitutional law since Marshall, as follows: 

“One of the settled maxims in constitutional 
law is that the power conferred upon the Legislature 
to make laws cannot be delegated by that depart- 
ment to any other body or authority. Where the 
sovereign power of the state has located the author- 

ity, there it must remain, and by the constitutional 
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agency alone the laws must be made until the Con- 
stitution itself is changed. The power to whose 
judgment, wisdom and patriotism this high preroga- 
tive has been entrusted cannot relieve itself of the 
responsibility by choosing other agencies upon whom 
the power shall devolve, nor can it substitute the 
judgment, wisdom or patriotism of any other body 
for those to which alone the people have seen fit to 
confide this sovereign trust.’—Cooley’s Constitu- 
tional Limitations, 6 ed., p. 137. 


The answer to the second question must be that 
Congress cannot delegate its authority to the Federal 
Reserve Board. 

Third—Let us next consider the effect of consent 
on the part of the state legislature to the exercise of 
these powers by national banks. 

As already pointed out, the states possess exclusive 
dominion over the subject-matter under consideration. 
This arises from the Tenth Amendment of the Federal 
Constitution, by which the powers not delegated to the 
United States are reserved to the states. 

The questions here to be considered are: Have the 
states, or any of them, consented to the exercise of 
their sovereign powers by the Federal Reserve Board; 
and if they, or any of them, have done so, is such con- 
sent effective? 

Evidently Congress itself, when it adopted the sec- 
tion, was conscious, in a vague and general way, that 
it was trespassing upon a field heretofore exclusively 
occupied by the states, as it provided that the powers 
conferred shall only be exercised “when not in contra- 
vention of state or local laws.” 

No state in the Union has yet passed a law surrend- 
ering to the Federal government without reservation the 
control and regulation of trust company functions, if 
exercised by national banks. In such enabling acts as 
have been passed the supervision by the state is, ex- 
pressly or by necessary implication, reserved. In Iowa, 
Vermont, Virginia and Washington statutes have been 
passed permitting national banks, when authorized by 
Federal law, to exercise the same powers and perform 
the same duties as are conferred upon domestic trust 
companies by the laws of those states. Indiana permits 
them to accept and execute trusts under the same rules 
and regulations that govern domestic trust companies, 
but whether the term “trust” includes the power to act 
as executor, administrator or registrar of stocks and 
bonds may be doubted. Ohio similarly permits them to 
accept and execute trusts, but expressly prohibits them 
from acting as executor or administrator. In Utah a 
corporation not organized under the laws of the state 
may do business by filing articles, etc., and a resolution 
of the board of directors accepting the provisions of the 
state constitution. On the other hand, the states of 
Colorado, Florida, Missouri, New York and North Caro- 
lina expressly prohibit the exercise of trust powers by 
pe corporation except when organized under the state 
aw. 

In most of the other states the laws provide for 
the organization of domestic trust companies, which ex- 
ercise their powers under strict supervision and regula- 
tion, no reference being made to national banks. 

Here the question arises whether such laws do not 
indicate a public policy on the part of the state pro- 
hibiting any corporation except when organized under 
its laws, from exercising powers such as are expressly 
conferred upon a domestic corporation. As to this ques- 
tion there is a variety of opinion among the official legal 
advisers of the states. The Attorney-Generals of Mis- 
sissippi, Oregon, South Carolina and Tennessee express 
the opinion that on complying with the laws of the 
state, it would not be contrary to public policy for 
nae banks to exercise the powers stated in Section 

). 

The Attorney-Generals of Alabama, California and 
Texas are of the opinion that national banks cannot act 
as executors or administrators in their respective states. 
but do not express any opinion as to the right to act 
as trustee or registrar of stocks and bdénds. The Attor- 
ney-Generals of Illinois, Georgia, Kansas, Michigan, 
North Dakota, Oklahoma, Rhode Island, South Dakota 
and Wisconsin all express the opinion that it would be 
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in contravention of the laws of their respective states 
for national banks to exercise the powers specified in 
the section. The Commissioners of Banking of Penn- 
sylvania and of Massachusetts hold like views; and the 
counsel for the Federal Reserve Banks of Philadelphia, 
Chicago, Richmond and Minneapolis, when called upon 
by the Chairman of the Federal Reserve Board, have 
also expressed the same opinion as to the states included 
in their respective districts. 

On principle, the latter opinions are undoubtedly 
sound. A corporation cannot act as trustee, executor, 
administrator or registrar of stocks and bonds unless 
expressly authorized to do so. When a state provides 
for the incorporation of trust companies, with various 
safeguards for the protection of the public dealing with 
them, such as the deposit of securities, examination by 
public officials, rules as to the character of investments, 
ete., other corporations not subject to such restrictions 
and over which the state has no control are, by neces- 
sary implication, prohibited from exercising such powers. 
In some of the states this prohibition is expressly stated. 
The adoption of a Trust Act, therefore, is in itself a 
declaration of a policy which would be contravened by 
the exercise of such powers by a corporation not sub- 
ject to the state laws. In at least one of our states 
such has been declared to be the legal effect of similar 
laws by the Supreme Court of the state. (New York 
Mortgage Co. vs. Sec. of State, 150 Mich. 197.) 


In those states where the Constitution requires cor- 
porations to be organized under general laws, thereby 
preventing the granting of special charters, or other 
discriminations, it may also be contended that the Fed- 
eral Reserve Board, in exercising its power to grant or 
refuse special permits, contravenes a public policy indi- 
cated by constitutional provisions prohibiting discrimi- 
— in the granting of corporate franchises and priv- 
ileges. 


The section itself does not purport to authorize the 
Federal Reserve Board to confer upon national banks 
the right to exercise the powers stated in the same man- 
ner as may be permitted by the states for domestic trust 
companies, i.e., subject to state regulation. If the board 
should undertake to grant permits to national banks 
upon such conditions, their action would be inconsistent 
with the section itself, and also would not be permis- 
sible under the Federal system, for it is well settled, 
as I have already pointed out, that the United States 
statutes alone constitute the measure of the authority 
of national banks. 


On the other hand, a state legislature cannot, 
simply by its own act, impair the sovereignty of the 
state by surrendering control over matters respecting 
which the state, under its Constitution and that of the 
United States, has supreme sovereign power. Sovereign 
power can neither be delegated nor surrendered, much 
less can a legislature transfer such sovereign control to 
the Federal government—government of limited powers 
and possessing only such authority as is prescribed by 
the Constitution. To do so would, in effect, be to permit 
the state legislature to amend the Federal Constitution. 
In other words, it is impossible to give effect to the 
section without violating the constitutional rights of 
the states. Two sovereign powers cannot exercise ex- 
elusive authority over the same object any more than 
two solid bodies can occupy the same space at the same 
time. 


The answer to the third question must be that no 
state has consented to the exercise of the powers speci- 
fied in the section upon the terms and conditions there 
stated, and that consent on the part of the state, even 
if granted, would be ineffectual. 

In addition to the legal aspect of the case, there 
are substantial reasons why the Federal Reserve Board 
should not be vested with the broad powers attempted 
to be conferred by the section. Before the theory of 
Section 11 (k) can be carried out, an amendment to the 
Federal Constitution would be required, under which the 
states surrender their sovereign authority over many 
of their local affairs, and permit Congress to designate 
by whom and in what manner such affairs shall be ad- 
ministered. Such an amendment would not accord with 
our traditions, and would constitute an unwarranted 
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invasion of rights which have heretofore been jealously 
guarded by the people. It is contrary to the spirit of 
American liberty and dangerous as well, that any man, 
or body of men, shall have the unrestricted power to say 
to one bank, ‘*‘You may act as trustee, executor, admin- 
istrator or registrar of stocks and bonds,” and to an- 
other bank, “‘You shall not”; or to dictate to the favored 
bank the manner in which it shall make use of the priv- 
ileges thus granted. 

It is inconceivable that the people of any state, if 
they understand the situation, will consent that officials 
not selected by the state, or responsible to it, shall de- 
fine, regulate, limit or administer trusts to the exclusion 
of the state authorities. It has already been abundantly 
demonstrated by the course pursued by the various com- 
missions and departments of the Federal government 
that the inevitable tendency on the part of bureaucratic 
officials entrusted with power, is to stretch their author- 
ity to the utmost limit; and, as Section 11 (k) confers 
greater discretionary power upon the Federal Reserve 
Board than has ever before been granted to any commis- 
sion, it is not to be expected that the people of any state 
will willingly relinquish to the board the control over 
trusts which they now possess. 

There are already indications of a disposition on the 
part of the Federal Reserve Board to ignore the restric- 
tions imposed by the section. 

At the outset, the members of the board, in their 
circular letter of April 5, 1915, announced their inten- 
tion, in passing upon applications for permits, to take 
into consideration : 

First—‘‘Whether or not the exercise of these 
powers, or any of these powers, will be in contravention 
of state or local law.” 

Second.—‘‘Whether the applying bank is in proper 
condition, and is equipped to handle this class of busi- 
ness, and whether a permit will, under the circumstances, 
prove of benefit to such bank.” 

In connection with the first proposition, the policy 
of the board was stated as follows: 


“There are probably no states whose statutes 
in terms prohibit national banks from exercising 
these powers, and few which expressly authorize 
their exercise. The question under consideration, 
therefore, cannot be determined by ascertaining 
merely whether a state law specifically prohibits or 
specifically authorizes national banks to act as pro- 
vided by Section 11 (k), nor is it within the prov- 
ince of the board to pass upon the constitutionality 
of the section. In general, the board will grant 
permits in accordance with this section when the 
exercise of-the powers granted does not contravene 
the general policy of the state laws as indicated by 
the statutes dealing with banking institutions and 
other corporations, and will refuse permits in those 
cases where such exercise will be clearly in con- 
travention of the general policy of such state laws.” 


A very plausible policy if lived up to; but little 
attention seems to have been given in practice to this 
phase of the question, except in cases where the state 
statute expressly prohibits the granting of the powers. 
Permits have been freely given, without judicial de- 
termination. in Illinois, Kansas, Michigan, New Jersey, 
Oklahoma, Pennsylvania, Rhode Island, South Dakota 
and Wisconsin, in which states either the Attorney-Gen- 
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eral or counsel for the Federal reserve bank of the dis- 
trict in which the state is located, or both of them, have 
given adverse opinions. In Michigan and Illinois legal! 
proceedings are pending in the Supreme Courts of those 
states to determine the question. 

The second proposition is significant as emphasizing 
the arbitrary character of the powers conferred. It 
rests solely with the board to determine, at its pleasure, 
whether to grant a permit would be for the best inter- 
ests of the applying bank. This opens a wide field for 
speculation as to the possible use or abuse that might 
be made by future boards of this discretionary power. 
What the board may give, the board, or a subsequent 
board may take away. 

There is also something repugnant in the idea that 
a man from one part of the country, unfamiliar with 
local needs, possesses the power to impose his ideas upon 
a far distant community with which perhaps he hus 
nothing in common, and of whose ideas and necessities 
he is ignorant. Local self government is not a matter 
of grace and favor, but of constitutional right. 

Certainly it is not unreasonable to question the wis- 
dom of conferring such great powers upon any set of 
individuals, however wise or disinterested they may be, 
particularly when they are not selected by the people 
= interests are affected, and are not responsible to 
them. 

I have been unable to discover any general demand 
on the part of the people for this surrender of their 
right to regulate their own local affairs. Before any 
permits were issued by the Iederal Reserve Board, the 
chairman telegraphed to each of the Federal reserve 
banks asking them to obtain the opinions of their re- 
spective counsel as to the eligibility of nationai banks 
to act in trust capacities under the laws of the various 
states in their districts. All of these opinions have not 
been made public, but at least four of them, given to the 
Federal Reserve Banks of Chicago, Minneapolis, Rich- 
mond and Philadelphia, were to the effect that it would 
be in contravention of the laws of each of the states 
in the district to issue permits to national banks—opin- 
ions which have been subsequently ignored by the Fed- 
eral Reserve Board. 

About this time the legislatures of forty-one states 
were in session. By a curious coincidence, bills were 
almost simultaneously introduced in most of these states, 
seeking to secure consent to the exercise of fiduciary 
powers by national banks. In most instances, however, 
these efforts failed, and either the bills were defeated 
or action upon them was indefinitely postponed. This 
was the case in Connecticut, New Jersey, Pennsylvania, 
North Carolina, Maryland, New York, Kansas, Nebraska, 
Minnesota, Michigan, Missouri, Delaware, Utah, Colo- 
rado and Montana, and possibly in others. The Federal 
Reserve Board disclaimed any responsibility for the 
campaign; but however that may be, the result demon- 
strates very clearly that it is not the public which is 
demanding or is likely to approve of the innovation. 

I am fully convinced that the time is far distant 
when the people of this nation will willingly surrender 
their sovereign authority over these matters to the un- 
restricted will of the appointees of the Federal admin- 
istration; and I am more and more impressed with the 
wisdom of those provisions of the Constitution which 
insure to all the people the priceless privilege of govern- 
ing themselves, according to their own requirements. 
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LIQUIDITY OF SAVINGS BANK INVESTMENTS 


BY GEORGE E. EDWARDS, PRESIDENT DOLLAR SAVINGS BANK, NEW YORK, BEFORE SAV- 
INGS BANK SECTION 


The success of any great movement affecting the 
people and their mode of living depends, in the main, 
upon the measure of its usefulness. 


It matters not whether the idea of establishing sav- 
ings banks in this country originated in New York, Bos- 
ton or Philadelphia; the fact remains that in the year 
1816 there was created an institution which has become 
the bulwark of American capital—the accumulator of 
the people’s thrift—the savings bank. 

Out of the original idea there has grown two classes 
of savings institutions—-mutual and stock. The mutual 
savings bank, without desire for profit,, has never de- 
parted from strict conservatism in its investments; the 
stock savings bank built upon the fundamental of secur- 
ing for its stockholders a sufficient return on the capital 
invested, has, generally speaking, adhered to the same 
principle of conservative investment. Both have had one 
common purpose, to encourage the people to save. 

In the deposit liabilities of these institutions during 
the last two decades there has been rapid growth, caused, 
not entirely by the deposits of the thrifty, but in a large 
measure by the deposit of investment funds of the com- 
paratively rich. To be prepared to meet, in times of 
stress, the demands of both classes of deposits, causes 
much anxiety to savings bank managers. 

There is, therefore, no question before the bankers 
of the country today commanding more thought and 
attention than the liquidity of loans and investments. 
The savings banker is equally interested with the com- 
mercial banker in securing for his depositor a full 
measure of safety, and very properly should seek to in- 
crease the usefulness of his institution, both to his cus- 
tomers and his community. 

Preserving in the highest degree the integrity of 
savings banks, provisions should be made so that in 
times of emergency they can expeditiously convert into 
cash the necessary portion of their securities and pay 
their depositors upon demand. ‘Thereby the usefulness 
of the institutions will be increased. 

When permanency of investment was the order of 
the day, it was only necessary to choose the safest class 
of securities, invest the deposits and await maturity. 
Panicky conditions taught savings bankers new lessons, 

It became necessary, therefore, for managers of sav- 
ings banks to study situations and give much more at- 
tention to the investment market than they had when 
savings banks were in their infancy. . 

After the panic of 1837, the mutual savings banks, 
for the first time, realized the importance of accumu- 
lating «a permanent surplus fund. Prior to that time 
the larger portion of their funds was invested in state 
bank stocks, or in notes secured by such stocks as col- 
lateral. They had been accumulating profits, und every 
three years paying them out to their depositors in the 
form of dividends. That panic taught them the neces- 
sity of laying aside a certain proportion of their earn- 
ings as a reserve fund to be used in the event of another 
crisis, or if their securities depreciated in value, such 
fund would have to be first exhausted before there could 
be a general scaling down of deposits. Then, tvo, they 
learned that distributing their risks would be advan- 
tageous. Wisely, they changed their policy and such 
change in a large measure protected them during the 
panie of 1857. 

The financial upheaval of 1873 which affected all 
savings banks was not without its lesson. From it the 
banks gained much knowledge concerning mortgage loan 
investments. 

At the first meeting of the Savings Banks’ Associa- 
tion of the State of New York held in 1894, the situa- 
tion of the New York savings banks during the panic 
of the previous year was discussed and summed up as 
follows: 

“After July 15 (1893) it was found that the with- 
drawals were constantly increasing, while the scarcity 
of currency made it exceedingly difficult for banks of 
deposit to respond to the calls made upon them. Large 


amounts were being withdrawn from banks in New 
York and Brooklyn, with a rapidly increasing tendency 
on the part of depositors to take alarm and create a 
run, while it was found impossible not only to sell 
securities except at a sacrifice, but, more than all, to 
obtain the currency needed to pay the deposits. 

It was decided to at once advise the banks to en- 
force the provision in the Savings Bank Law made for 
just such an emergency as then existed. and demand 
notice from depositors as was provided for by the by- 
laws of each bank. it being suggested that a sixty-day 
notice would be sufficient. This action resulted at once 
in a heavy demand from depositors, though the rule was 
not put in force until the time agreed upon had elapsed. 
Depositors gave notice of withdrawal on the average of 
about three per cent. of the deposits. 

Our experience during the late (1893) panic, to- 
gether with the rapid accumulation of moneys in our 
hands, showed conclusively that something must be done, 
and that speedily, to scatter the risks now being as- 
sumed. In many cases the entire debt of municipalities 
in the state is being carried by the savings banks, while 
we are forced to invest more and more in mortgage loans 
secured by real estate, both at the cost of increased risk 
and added volume of an unavailable security in case of 
financial depression. 

The conditions, so clearly set forth at this meeting. 
were such that steps had to be taken to bring savings 
bank investments abreast with the necessities of the 
times, and from 1893 to 1898 the banks were insistent 
in their demands upon the state legislature for an en- 
largement of the security list by permitting investments 
in railroad bonds. The bank managers believed that in 
the event of financial stress this class of securities would 
be readily marketable. Upon the enactment of the de- 
sired law, the banks bought largely of such securities. 
so that today more than $289,000,000, or almost twelve 
per cent. of their deposits. is invested in railroad bonds 
by New York savings banks. 

But the enlargement of the investment field did not 
produce the situation which was so ardently desired by 
all good bankers. It did not bring about the main re- 
quirement of good banking-ability to pay liabilities upon 
demand. It did not de away with slow liquidation of 
securities and the necessity of requiring notices of with- 
drawal from depositors. 

In 1907 Mr. Andrew J. Mills, of the Dry Dock Sav- 
ings Bank in New York City, expressed the ideal as to 
savings bank investments—the ideal whieh has been 
sought by savings bank managers since 1816. He said 
there were three cardinal principles governing such in- 
vestments: 

First.—Security, as absolute as human judgment 
can determine. 

Second.—The first being assured, then the security 
yielding the largest income. 

Third.—Availability, so that-in case of necessity 
the security can be disposed of without needless sacrifice. 

The last includes the ability to pay on demand, for 
in the final analysis it is the ability to pay depositors 
on demand that constitutes good banking and inspires 
confidence. Your funds may be invested in securities 
of the highest order, your loans made with the greatest 
care, but if, whenever there is a depression, depositors 
are required to give notice of withdrawal, their con- 
fidence is shaken and they will eventually cease doing 
business with savings banks and deposit their moneys 
with institutions which will pay without notice. 

It has been stated that “Panics do not develop from 
the fear of depositors,-that they will not ultimately get 
their money from banks, but from the fear that they 
will not be able to get it when they want it.” That is 
the fundamental of the depositor’s confidence—that he 
can get his money when he wants it. 

It is the understanding of the depositor that his 
money is payable upon demand and the presentation of 
his pass book. Confronted with the requirement of a 
notice of withdrawal, he learns that his deposit is not 
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payable on demand, but thirty or sixty days after de- 
mand. 

Not only in fairness to depositors, but as a matter 
of policy, would it not be far wiser to invest a portion 
of our funds in short-time loans, of the character gen- 
erally referred to as liquid, and in time of emergency 
depend upon such loans rather than upon the required 
notices of withdrawal? 


In an address delivered in New York City, May, 
1908, Mr. John Harsen Rhoades expressed the proper 
idea, saying: 

“Is it not the function of a savings bank to receive 
the savings of these people, to invest them with the 
greatest care, and to manage the affairs of the bank in 
such a way that the principal of all shall be to the best 
knowledge and belief of the officers and trustees at all 
times intact? Certainly this is the understanding of 
the depositor, whether he be intelligent or otherwise! 
Safety of principal—payable on demand—should be the 
aim of every savings bank officer and trustee. Unfortu- 
nately, in this great country of ours, owing to our de- 
fective currency system, we are visited occasionally by 
severe panics, and so we are forced to reserve the privi- 
lege of demanding a thirty or sixty-day notice, the pur- 
pose being to give our banks time to sell such securities 
us are necessary, and also to give time for the panic 
to subside and the depositors to recover from the fright. 
I look upon the ninety day clause as I do upon the 
clearing house certificate of a national bank—an un- 
fortunate necessity.” 

The entrance of the Federal reserve bank into our 
financial sysytem did away with one unfortunate neces- 
sity—the clearing house certificate. That other unfor- 
tunate necessity—notice of withdrawal from the de- 
positor—should have passed away by virtue of the same 
measure. 

It is a mistaken belief held by many that the notice 
of withdrawal is for the purpose of discouraging the 
depositor from withdrawing his funds. We know that 
that is not the reason. We know that the bank re- 
quires time to convert its securities and thereby meet 
the demands upon it. 


If savings banks invest a certain proportion of their 
deposits in short time obligations which can be readily, 
converted into cash in the open market, or if a proper 
amendment to the Federal reserve law is made, no time 
within which to convert securities will be necessary— 
notices of withdrawal will be a thing of the past and 
depositors in savings banks, like depositors in other 
banks, can be paid upon demand. 

It is only recently that the word “liquid” has been 
attached to securities. Until August of last year the 
call loan secured by stock exchange collateral was 
thought to be easily convertible into cash in the event 
of an emergency. Such, however, has not proven to be 
the case. 


Certain short time loans would admirably meet 
with Mr. Mills’ three principles, as to security, as to 
yielding good income and as to availability in case of 
necessity, withdut needless sacrifice. But to make such 
securities available without sacrifice amendments to 
various laws governing savings banks are necessary. 

With many different banking institutions handling 
savings deposits, some under strict state laws requiring 
investment in only the highest class of securities, and 
others under laws which permit the mixing of com- 
mercial deposits with savings deposits, without segrega- 
tion of investments, it may seem that anything approach- 
ing uniformity in the investment laws is incapable of 
accomplishment. 

Absolute uniformity probably cannot be secured, but 
conferences and discussions between ourselves and with 
the law makers will bring about a clearer understanding 
of the requirements and secure, at least, more uniform 
laws relative to savings bank investments, at the same 
time providing ample reserves for the security and ac- 
commodstion of depositors. 

The particular function of a commercial bank is 
to supply funds to carry on the trade and commerce of 
the country. The particular function of a savings bank, 
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aside from the encouragement of thrift, is to supply 
funds for the improvement and building up of communi- 
ties and for other legitimate enterprises. The cne fur- 
nishes credit and the other capital. 

There is a tendency on the part of some savings 
banks in different sections of the country to disregard 
these fundamental principles of banking. While the in- 
vested funds of savings banks are ultimately deposited 
in commercial banks and used for commercial purposes, 
nevertheless in investments savings banks should not 
encroach upon the field of commercial banks. While 
avoiding such encroachment, and looking always to the 
safety of the funds in their care, savings bank man 
agers should carry at all times as a secondary reserve 
a goodly percentage of short time and readily convertible 
assets. Regulation of the investments of savings banks 
should be developed aleng these lines. 

In the opinion of the Federal Reserve Board: 


“The acceptance is the standard form of paper in 
the world’s discount market, and both on this account, 
and because of its acknowledged liquidity, universally 
commands a preferential rate. By reason of its being 
readily marketable, it is widely regarded as a most de- 
sirable paper in the secondary reserves of the banks, 
and will help to provide an effective substitute for the 
eall loan. 

“Such acceptances are available as collateral against 
the issue of Federal reserve notes, and the bank will 
sanction a slight preferential in favor of acceptances 
hearing the endorsement of member banks.” 

A recent law of Connecticut gives mutual savings 
banks the right to invest three per cent. of their de- 
posits and surplus in such acceptances, thus recognizing 
the safety and liquidity of this class of securities. 

In an argument before the legislative committee it 
was said: 

“The desirability of making these acceptances a 
legal investment for savings banks cannot probably be 
better set forth than by quoting paragraphs three and 
four, which appear on the eighth page of a_ booklet, 
‘Bank Acceptances,’ issued by the Guaranty Trust Com- 
pany of New York, and by simply adding the word 
‘savings,’ they would read as follows: 

“(3) (Savings) banks having surplus money 
which cannot be readily employed at the time can in- 
vest it in prime acceptances which can either be held 
until maturity or sold in the open market, should such 
action be found necessary. 

“(4) Acceptances of well known institutions will 
more and more be sought as short-time investments, and 
will be especially valuable for such a purpose, principally 
on account of their ready marketability.” 

Of course, any form of security which would be 
acceptable by the Federal reserve banks as a basis for 
Federal reserve notes would be in elfect liquid. Under 
the provisions of the Aldrich-Vreeland Act, which is 
superseded by the Federal Reserve Act, there was _is- 
sued during the fall of 1914 in round numbers $368,- 
000,000 in currency. Of this amount $54,230,000, or 
fourteen per cent. of the total, was secured by state, 
county and municipal bonds. Much of the currency 
issued against these securities was obtained indirectly 
to assist in financing savings bank requirements. 

In New York the savings banks hold more than 
$469,000,000 of bonds of the United States, states, 
municipalities and other civil divisions. 

As the Aldrich-Vreeland Act expired by limitation 
on June 380, 1915, these high class obligations do not 
now command the privileges to which such eminently 
safe investments are entitled. 

At the present time securities of this class are de- 
cidedly non-liquid, and would assuredly, in the event of 
an emergency, have to be sold at a sacrifice in order 
to obtain currency. In the eastern states, of the vast 
sum of $2,200,000,000 on deposit, only $50,000 is in- 
vested in two and three name paper, which would prob- 
ably be acceptable for rediscount under the Federal 
Reserve Law. Practically the entire sum is in mort- 
zage loans and bonds. It will be seen, therefore, that 
under existing conditions the savings banks of the east 
are substantially without liquid securities. 
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Some managers of savings banks have, however, 

invested in securities which, in a degree, provide liquid 
ets. 

se The policy, for example, of a certain bank in this 

section of the country is to invest a certain proportion 

of its funds in short date maturities, such as serial 

municipal bonds or railroad equipment obligations. 

This policy supplies the bank with a large amount 
of cash every year, amounting to approximately five per 
cent. of its resources. In addition, the managers aim to 
have on hand usually about six per cent. in cash with 
an income of approximately five per cent. of the re- 
sources. By so doing they have a fairly large percent- 
age of money coming in every year. 

It has also veen the policy of this institution to 
carry a large block of United States bonds, at present 
having nearly seven per cent. of its resources invested 
in the fours of 1925. These holdings, through the cir- 
culating privilege which the bonds still enjoy, would 
supply the bank quickly with an amount of currency 
equivalent to face value by the loan or sale to a national 
bank with which it does business. To this may be added 
its mortgage loan liquidations, which often amount to 
about five per cent. of the total amount of mortgage 
loans. In these several items that bank has a com- 
fortable percentage of liquid assets, about twenty-five 
per cent. of its deposits. ; 

This serves to illustrate, in a measure, the necessity 
of investing in such securities as would be acceptable 
by a Federal reserve agency when currency is required. 
If all savings banks followed the policy of the bank 
referred to, it is certain that unexpected demands would 
cause no disquietude, if the Federal Reserve Act sanc- 
tioned the acceptance of such or similar securities as a 
basis for currency. 

The different laws of the several states, relative to 
investments, and the various classes of institutions per- 
mitted to receive savirgs deposits, makes it difficult to 
formulate a definite plan which will insure liquid assets, 
and any suggested plan must always take such non- 
uniformity of laws into account. 

It seems to me that as an aid in arriving at a plan 
it is essential : 

Virst.—-That the Federal reserve banks should be 
given power to accept the collateral of savings banks 
for currency. This may be done through member banks 
authorized to act as intermediaries. 

Second.—That state laws should be enacted per- 
mitting the investment by savings banks in certain se- 
curities acceptable to the Federal Reserve Board. 

That savings banks would derive no benefits from 
direct membership in the Federal reserve system is clear. 
The Federal reserve law was designed with a direct 
commercial object, and inasmuch as the savings banks 
do not transact a general commercial business, they can 
derive no benefit from actual membership. 


It is not my purpose to suggest any classes of 

securities as being available for obtaining currency 
when needed. But upon this point valuable suggestions 
have been received from savings banks in all sections of 
the country. 
. In connection with the preparation of this paper an 
inquiry was made “as to whether it is a good policy for 
savings banks to invest their funds in certain loans 
which could be readily turned into cash in the event of 
an emergency, and what proportion of their securities 
should be of a liquid character.” I trust that the digest 
of the answers to this inquiry which has been distributed 
this afternoon will receive merited attention. 

The opinions as to the kind of securities in which 
savings banks funds should be invested are varied, but 
there is practical unanimity of opinion that every bank 
should have a good percentage of its funds invested in 
readily convertible securities. 

Massachusetts, which has most progressive laws 
eelative to mutual savings banks, permits them to in- 
vest in certain classes of notes. The treasurer of one 
of the banks of that state says that such notes provide 
the bank with liquid assets, and that the bank, during 
stringent periods of panics, has not been obliged to sell 
bonds, the personal loan maturities taking care of all 
extraordinary demands. A former state banking com- 
missioner does not believe in too large a proportion of 
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long-time bonds, and considers commercial paper a sat- 
isfactory asset if a proper standard is established by 
custom and practice. A Connecticut banker recalling 
that the original draft of the Federal Reserve Act pro- 
vided for loans secured by United States, state or mu- 
nicipal bonds, expresses the opinion that loans to mutual 
savings banks or their depositaries upon such securities 
would carry the banks through any disturbing situation. 

New York probably has the most restrictive laws 
regarding savings bank investments. Most of its almost 
$2,000,000,000 of resources are invested in bonds or 
loaned upon mortgages. Only about $60,000 is loaned 
upon collateral. 


A composite of the opinions received from the sec- 
tion, of which New York is the center, is that under 
suitable restrictions it might be a desirable policy for 
savings banks to invest a certain proportion of their 
assets in a form more readily convertible than is now 
the case where all of their investments are made in 
bonds. Savings banks are in a far better condition if 
a fair amount of their funds are invested in short-term 
obligations instead of long-time securities. To be able 
to liquidate promptly should be the desire of every sav- 
ings bank officer, because he never can tell when an 
emergency will arise whereby his institution may be 
called upon to pass over to the depositors a large amount 
of money. 

Long-term bonds have usually been considered liquid 
on account of the salability of the same under ordinary 
conditions. Under extraordinary conditions, however, it 
is not possible to sell them, except at a considerable loss. 

The general feeling of financial men in that section 
is that commercial paper should not be held by savings 
banks of a mutual character. 

In the Southern states, where there is but one 
mutual bank in 190 savings banks, the opinion prevails 
that bank and trade acceptances, of a character ad- 
mitted to discount under the regulations of the Federal 
Reserve Board, constitute a class of paper both safe and 
liquid and that investments in high grade commercial 
paper and loans of short muturity, under proper re- 
strictions, would afford depositors of savings banks 
reasonable protection and should enable them to enjoy 
the benefits of the reserve banks. 

From the Middle West and Western states, where 
stock savings banks are in the large majority and the 
laws relative to investments are rather liberal, objec- 
tions are urged to long time investments, the investment 
in short time self-liquidating notes and securities advo- 
cated, and attention is called to the necessity of the 
abolition of withdrawal notices. 

The Pacific states have but one mutual bank in a 
total of 179 savings banks. With the exception of 
California, the laws of the states of this group are liberal 
compared with the laws of the Eastern and New Eng- 
land states. California has a most complete and con- 
servative savings bank law, under which, by an amend- 
ment taking effect August 1 of this year, savings banks 
are permitted to discount or purchase commercial paper, 
of the kind and character made eligible under the Fed- 
eral Reserve Act, to an amount not in excess of five per 
cent. of the bank’s deposits. 

Liquidity of assets, with some arguments in favor 
of investments in commercial paper, is strongly urged by 
the Pacific bankers. 

From the opinions received, which fairly represent 
the views of the savings bankers of the United States, 
it is clear that every savings bank should invest a proper 
proportion of its funds in securities readily convertible 
into cash. With such liquid assets it would be free from 
the fear of a run, and in disturbing periods would not 
have to depend upon depositary banks or rely upon the 
extension of the time of payment afforded by notices of 
withdrawal. 

It is to be hoped that Congress, which expects 
through the instrumentality of the Federal reserve sys- 
tem, to make the country panic proof, and that the sev- 
eral states will pass laws whereby the demands of ten 
millions of savings bank depositors will be provided for. 
The enactment of such laws will be productive of better 
banking and that unfortunate necessity—the notice of 
withdrawal, like the clearing house certificate—will be 
a thing of the past. 
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SETTLEMENT OF CLEARING HOUSE BALANCES 


ADDRESS BY 0. HOWARD WOLFE, ASSISTANT CASHIER PHILADELPHIA 


NATIONAL BANK, 


BEFORE THE CLEARING HOUSE SECTION 


I shall not attempt in the brief time at my disposal 
to go very deeply into the mechanical and accounting 
details incidental to present methods of making clearing 
house settlements, nor shall I take up your time dis- 
cussing those features of other, and I trust better, 
methods which may be suggested for your consideration. 
You are all as familiar as I am with such matters. The 
particular reason, however, why I shall omit them from 
this short paper is that I am satisfied, after the four 
years’ experience I have had as your Secretary, that 
progressive ideas are never held up because of a lack of 
understanding of forms and methods. Does anyone here, 
for example, imagine that the several clearing house 
associations represented here year after year, who con- 
tinue to pay balances in cash that is counted twice each 
day and carried about the streets from bank to bank, 
do so because they do not know how to operate a de- 
pository and issue currency certificates? Does anyone 
suppose that the banks in 500 smaller cities in 
this country exchange checks individually instead of 
through a clearing house and settle with each other indi- 
vidually at irregular intervals because they don’t know 
how to make up a clearing house settlement sheet? I 
have often been struck with the humor of the situation 
as year after year we, the representatives of nearly two 
hundred clearing houses, come to these annual meetings 
and sit here with solemn faces as if seeking information, 
while one earnest speaker after another explains how 
a country clearing house is operated. For almost 
twenty years in this country and for more than fifty 
years in England country clearing houses have been 
successfully carrying out their functions in full daylight. 
No, it is not information we need, gentlemen, but a 
change of mental attitude. 

I once heard a sincere and earnest minister of the 
Gospel say in his sermon that the real Christian is not 
he in whose mind the thought of getting into heaven 
occupies the center of the stage. If you will permit me, 
I will paraphrase that thought and say that the making 
of money is not the sole idea in the mind of the broad- 
gauge banker. There are many, unfortunately, who pre- 
fer to see no good in any measure, as, for instance, the 
Federal Reserve Act, that for the moment curtails profits 
and dividends. We are so optimistic at times that we 
are reluctant to make provision against any contingency 
that seems to be remote. Yet, if we look about us we 
see everywhere evidences of the thought that men take 
against emergency and disaster. There is a fender on 
every trolley car, jife preservers on every ship, fire es- 
capes on every building, a lock on every door, probably 
an accident insuraace policy on the life of every man 
in this room, and so on without end. Everyone of these 
things costs money; some of them are required by law, 
and we would not be without them. Yet we all hope 
that not one of the protective devices I have mentioned 
will ever be used. 

American banking methods and systems, however, 
have been somewhat characterized by a lack of safety- 
valves, fire-escapes and cyclone cellars. We have been 
too ready to go up in balloons without taking a para- 
chute along. We seem not to have altogether outgrown 
our pioneer ways, which is not surprising when we con- 
sider that banking in this country is less than four gen- 
erations old and there are men in this room who were 
living before the iirst clearing house was established in 
the United States. What I am driving at is we do 
not always give sufficient consideration to underlying 
principles of banking and banking safeguards which are 
based on fundamental economic laws as old as humanity 
itself. To some, banking is a matter of books and ac- 
counts; to others it is a process of note shaving; to 
still others, present company, of course, excepted, suc- 
cessful banking consists in getting your depositors to 
send their checks all over the country and then deduct 
one-quarter of one per cent. on the remittances. To 
others—and may their number increase to many thou- 


sands more than this room now holds—banking is at 
once a science, a public service and an honorable pro- 
fession. 

I mention these conditions half in jest and half 
in earnest, because they explain the great variance to be 
found today among clearing house associations in the 
matter of conducting their operations—chiefly the settle 
ment of balances. It may be said that the fundamental 
purpose of the clearing principle—the offsetting of debits 
with credits—is to avoid the necessity of using money. 
Similarly we find that clearing houses try as far as 
possible to settle balances on the same basis, that is, 
by book entries rather than by cash payments. The 
methods followed to accomplish this end may or may not 
be open to question. Credit inflation is a danger 
guarded against by more kinds of banking laws than any 
other single tendency toward weakness. The clearing 
house is a plan whereby we exchange not money but 
credit and credit instruments. It follows, therefore, that 
settlements in credit are not settlements at all. It is 
sound banking to insist that all clearing house settle- 
ments should be in terms of reserve or reserve money 
and not in terms of credit or credit money. We find 
that many associations recognize this principle in not 
permitting national bank notes to be used in the settle- 
ment of clearing house balances. In Philadelphia, as in 
some other cities, we settle in gold alone. 

A very general system of settlement is the use of 
drafts against a reserve agent in another city. While 
not so good a method as the cash settlement, it is en- 
tirely sound since it is upon a reserve basis. After 
November, 1917, however, if not before that time, it will 
be necessary to adjust this method somewhat since after 
that time banks may not hold the reserves of other 
banks. This brings us to a consideration of the use of 
the facilities of the Federal reserve banks for the pay- 
ment of all clearing house balances in the future. Such 
settlements whether made by transfer in the event of all 
members of the clearing house being members of the 
reserve system, or whether made by check would be made 
in accordance with sound principles and would avoid the 
use of currency for this purpose altogether. There 
would, furthermore, be a degree of uniformity hitherto 
unknown. At the present time there are five different 
methods of settlement in common use and any number 
of peculiar combinations of these five methods. . 

Boston is the only city, so far as I know, which 
uses the Federal reserve bank for the settlement of 
balances, although St. Louis and Dallas make a partial 
use of their reserve banks. In Boston only national 
banks are members of the clearing house, so that there 
was no difficulty involved. In letters written by each 
Federal reserve bank to your Chairman, Mr. Vincent, 
the opinion was uniformly expressed that the reserve 
banks were willing to co-operate as far as possible in 
the settlement of clearing house balances, but the fact 
that some members of the local association were not 
members of the system seemed to present a difficulty. 
Since the same problem arises in the case of all clearing 
houses, whether or not they are in the same city with 
the reserve bank, we need not consider the two situa- 
tions separately. 

As I stated earlier in this talk, it is idle to protest 
that a practical solution of the problem is difficult. 
Nor can it be urged that because the law does not 
specifically provide that the reserve banks may act as 
settling agents that they are, therefore, prohibited from 
doing so. I may say here, if we expect the law to 
cover and provide for every contingency, the Federal 
reserve banks would need no directors nor officers, and, 
in fact, we could do away with the Reserve Board as 
well, operating the system with a set of adding machines 
and a force of girls to run them. As our friend Mr. 
McKee of Los Angeles said in his now famous letter: 
“We have been given a Iederal reserve system, but we 
don’t know how to play on it,” if we permit a mere 


226 


| 


Vor. 8 No. 3 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


SepreMBeER, 1915 


technicality to stand between us and a perfected system 
of clearing house settlements. 

The fact that state banks are members of clearing 
house associations, but do not belong to the reserve 
system, is not a serious objection to a plan of settle- 
ment through the reserve banks. The law provides that 
non-member banks may not share in the direct benefits 
of the system because they do not contribute to its 
ownership, not because there is any antagonism per se 
against the non-member. Neither member banks nor 
the reserve banks can avoid intimate business relations 
with non-members, indeed, the reserve banks are already 
members of the local clearing houses which, with the 
exception of Boston, include state banks and trust com- 
panies. When the $100,000,000 gold pool was organ- 
ized last September both national and state banks were 
asked to subscribe by the Reserve Board. The policy of 
that body from the outset has been one of co-operation 
with, and not antagonism for, the non-member institu- 
tion. Therefore, I repeat, we need not question what 
attitude the reserve board will take if a plan to use the 
reserve banks as a settlement agent is taken up with 
them. As a matter of fact the principle has been laid 
down that there is nothing in the act itself that pre- 
vents the reserve banks from accepting non-member 
checks for clearance if they should decide to do so. The 
act provides that the reserve banks may exercise the 
functions of clearing houses for their members. The set- 
tlement of balances is surely one of these functions, and 
since member banks cannot escape the relation of cred- 
itor and debtor with non-members it would certainly 
serve the interests of member banks, if the reserve banks 
should assist in a convenient and economical method of 
making settlement. 

The plan I would propose is an adaptation of one 
already in use in several of the smaller clearing houses. 
It can be described in a very few words: The debtor 
banks draw their drafts on a reserve agent in the nearest 
reserve or central reserve city to the order of the clear- 
ing house manager. The manager sends these drafts to 
the depository bank in the reserve city and issues his 
drafts against the deposit in favor of the creditor banks. 
While the Federal Reserve Act makes no specific pro- 
vision for a deposit by a clearing house manager con- 
sideration must be given to the fact that this official 


merely represents an association of banks already—for 
the most part—-members of the system. I do not hesi- 
tate to say that such deposits would be accepted by the 
reserve bank acting as a clearing house depository. It 
would be necessary or at least desirable for debtor non- 
member banks to draw upon clearing house or member 
institutions in the city where the reserve bank is located, 
although member banks would draw only upon the re- 
serve bank. Since state banks may continue to carry 
reserves with other banks there would arise no ques- 
tion as to the soundness of the plan. In making set- 
tlement in the reserve bank cities, it may be suggested 
that the same plan is practical providing the non-mem- 
ber banks carry a clearing account with a member bank 
as indeed most of them do. This would enable them, 
when debtors, to give the clearing house manager funds 
acceptable for deposit other than actual currency. 

This, briefly, is the substance of the plan I wish to 
suggest for your consideration. It is offered in the in- 
terests of convenience, economy and sound banking and 
with confidence that sooner or later the clearing house 
associations will adopt it or something similar. The next 
step, then, will be to make all clearing house settlements 
by book entries on the ledgers of the reserve banks with- 
out the use of even drafts or checks. Has it not oc- 
curred to you that after all a check is only one method 
of passing the credit of A to the credit of B?, and that 
“float,” that element of cost all bankers shouid seek 
to reduce, arises solely because we still use the mails 
to carry the bit of paper, the authority to transfer 
credits, from one point to another? When banks wake 
up to the fact that men’s thoughts and wishes are now 
communicated by electricity and not by ox-cart, as they 
once were, drafts, as between banks, will give way en- 
tirely to telegraph and telephone transfers. 

That condition is already at hand. Each week a 
clerk at Washington receives twelve telegrams which 
enable him with a few strokes of the pen to adjust the 
settlement balances of the most interesting and im- 
portant clearing of the country, that of the reserve 
banks through the Gold Settlement Fund at Washing- 
ton. It is time, indeed, that the clearing houses of the 
country should take thought of putting their own settle- 
ments upon a more modern and uniform basis, especially 
since the way now presents itself. 


THE RAILROADS AND THE PEOPLE 


ADDRESS OF DR. JOHN WESLEY HILL, PRESIDENT OF THE INTERNATIONAL PEACE FORUM 
OF NEW YORK, BEFORE THE SAVINGS BANKS SECTION 


. The interests of the people and the railroads are 
identical. The people must support the railroads while 
the railroads serve the people. Failure upon either side 
means bankruptcy and ruin. Fully one-half of our one 
hundred million population, embracing stock and bond- 
holders, savings bank depositors, policyholders in life 
insurance companies, building and loan and other sav- 
ings institutions, directly or indirectly own the railroads, 
the maintenance and operation of which is the very 
life blood of our industrial, financial and social progress. 
Whatever affects these highways of travel affects the 
people; when they prosper, the people prosper; when 
they suffer from bad management, or bad legislation, the 
people must pay the toll. It is their funeral. 

The part the railroads have played in the trans- 
formation of this continent reads like a chapter from the 
Arabian Nights. They have reduced the population of 
this vast, continental empire to a closely related, thor- 
oughly compacted neighborhood; there are no distant 
places, not a spot large or small enough in which to 
hide a social, business or political secret. The railroads 
have annihilated time and space and condensed our re- 
motest boundary lines into the opposite sides of a little, 
narrow street. 

When the first crude railroads were built in this 
country a few million dollars would have measured the 
value of our agricultural resources; but in the year 1900 
the census showed the value of our farm land, improve- 
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ments and implements, to be more than $17,000,000,000, 
and by the next census they had exceeded $30,000,000,- 
000. The railroads found the wealth of the United 
States estimated at less than $3,000,000,000. It is now 
conservatively estimated at $150,000,000,000. 

It must not be forgotten that this service has been 
rendered by the railroads under the system of private 
ownership. In some of the older communities of Europe 
already occupied with the dense population, the experi- 
ment of government ownership has been solved, but with 
results, as shown by statistics, far short in rapidity of 
development, efficiency of management and facilities and 
cheapness of freight and passenger rates, as compared 
with the accomplishments of our privately owned lines 
of transportation. The people are not clamoring for a 
change. They prefer private to public ownership, know- 
ing full well that the former encourages individual ini- 
tiative and freedom, while the latter not only invades the 
fundamental rights of the citizen, but reduces him to a 
factotum in a deadening bureaucracy. 

I hold no brief for the railroads of the country. 
The people have just ground for complaint in the over- 
capitalization, mismanagements, unfair discriminations 
and financial jugglery which has marred the reputation 
of the railroad business in the past. These wrongs, 
however, have been righted by remedial legislation. The 
plow share of reform has turned a deep furrow; reor- 
ganizations have been made; incompetent and dishonest 
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managers and manipulators have been eliminated; a 
new era has been inaugurated; the railroads, having 
been tamed, should not now be penalized for irregulari- 
ties practiced in the past. It is time for readjustment, 
for the people to take a new attitude toward the rail- 
roads—that of an open mind, fair dealing, encourage- 
ment and co-operation. The government has done its 
part in this work; much of its legislation has been ani- 
mated by a sincere desire to correct abuses. The rail- 
roads and the people both appreciate this. It is un- 
fortunate, however, that the work of honest reformers 
has been followed by a cloud of demagogic shriekers 
and impractical theorists, who have exaggerated the mis- 
takes of the railroad managers and attempted to utilize 
their supposed unpopularity to make political capital for 
themselves. This has resulted in an avalanche of legis- 
lation and proposed legislation, aimed at all corpora- 
tions, and railroad corporations in particular. Thirty- 
two states have enacted drastic business regulation 
against outside corporations. In 1913 more than two 
thousand laws were passed in Congress and more than 
sixty thousand in the state legislature, while in the 
Sixty-third Congress thirty thousand bills were consid- 
ered, together with eighty amendments to the Constitu- 
tion of the United States, the subject matter running 
from the election of Supreme Court justices to a pro- 
posal to authorize the government, whenever it has 
reason to believe that fortunes have been improperly 
obtained, to bring an action for recovery. Speaking for 
the people, who suffer most as the result of dangerous 
agitation and destructive legislation, I say it is high 
time to call a halt upon the all too prevalent disposi- 
tion to attack property and capital and paraiyze industry 
by legislative and executive restriction. Give business 
a chance. It should not be kept upon the witness stand 
indefinitely. Government by commission is headed to- 
ward tyranny. Practically all of the forty-eight states 
of the Union have commissions in some form or an- 
other governing their railroads, while, upon the other 
hand, the Interstate Commerce Commission of the Fed- 
eral government has an almost unlimited power to fix 
rates; between the state and national commissions there 
are wide. conflicting and confusing differences, but the 
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railroads must obey them all or incur penalties which 
can be avoided, if at all, only by tedious and costly liti- 
gation. 


Shall this warfare upon private property and pri- 
vate ownership continue unimpeded? To an outsider, 
viewing the situation from the standpoint of justice 
rather than prejudice, it would seem that unless the rail- 
roads are given the opportunity of self-direction and ef- 
ficiency under law, there can be but one outcome—gov- 
ernment ownership of railroads, and other business. If 
the government will not permit the industries to make 
fair profits, the only alternative is for the government to 
take them over and operate them. This would be a 
step in the direction of state socialism; it would inevit- 
ably be followed by state ownership of the land, and, 
with the fundamental instrumentalities of production 
and transportation in the hands of the government, the 
servitude of ‘the people would be complete; over and 
against this program the people demand progress, im- 
provement and orderly development by evolution, or, if 
you please, reform, the genius of both being the same 
and standing in striking contrast with revolution. 


Surely there has been enough agitation. A little 
never hurts; too much results in fanaticism, demoraliza- 
tion and confusion. The American people today are 
confronting the greatest industrial, commercial and 
political possibilities in their history. We are at the 
parting of the ways. The Old World is plunging from 
the throne of absolutism into the waste and ruin of 
barbarism and anarchy; it is for the United States to 
point the way of law and order, peace, prosperity and 
real progress. This we can do by clinging to those 
standards of righteousness which exalt nations and men, 
emphasizing the necessity of a legal remedy for every 
wrong, substituting reason for blind force and applying 
the principles of equity and justice in all our relations, 
activities and responsibilities; standing upon such a 
basis, the rights of the people, in their relations to cor- 
porate business, will be maintained, the safeguards of 
business will be protected, labor and capital will recog- 
nize their common identity, and peace and plenty will 
reward the thought and toil of the people. 
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ONE WAY A NATIONAL BANK 


It was announced August 25 that the Century Bank 
of the City of New York would make application to 
become a national banking association. After it has 
secured a national charter the Century Bank will be 
consolidated with the Chatham and Phenix National 
Bank under the latter name. 


The Century Bank, as a state institution, has eleven 
branches. When the consolidation has been effected 
the Chatham and Phenix National Bank will be the 
one national bank in the country having branches, and 
of these it will have twelve. 


The authority for the admission of the Century 
Bank into the national system is found in Section 5154 
of the Revised Statutes of the United States. It is 
reported that the Comptroller of the Currency has ap- 
proved of the plan for the nationalization of the 
Century Bank. 


MAY SECURE BRANCHES 


Early reports of the prospective consolidation of 
these two banks indicated that the real plan might have 
been reversed and the Chatham and Phenix would have 
taken out a state charter and, after combining with 
the Century, have sought admission to the Federal 
reserve system as a state institution and so have re- 
tained the branches. It seems another way has been 
found under the !aw and by consolidating in this man- 
ner a national bank has been able to secure what the 
law has previously forbidden—local branches. 

It has been pointed out that by this process on¢ 
national bank has secured a decided advantage over 
its competitors in the national system. It has been 
suggested more than once that the law should be re- 
vised so that national banks may be able to establish 
local branches as a means of extending their service 
and enhancing their facilities without recourse to sub- 
terfuges and consolidations with state banks. 


228 


Voi. 8 No. 3 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


SepTeEMBER, 1915 


Obstacles to South American Trade 
and Lack of Financial Facilities 


Remedy Lies Only in Private Investment, 
Three Forms of Which Are Suggested— 
Advantages of Joint Stock Banks Over 
Agency Plan or Branch American Banks. 


BY SOL. WEXLER 


President Whitney-Central National Bank, New 
Orleans, La. 


ence in Washington on May 24, 1915, much is 

being said and written concerning our trade and 
financial relations with South and Central American 
republics. The subject has many angles requiring care- 
ful study, and the method of handling transactions 
with these countries must be governed by the condi- 
tions as they exist in each particular country. 


Goes the holding of the Pan-American Confer- 


A fair volume of business is now being transacted 
with Central and South America, but by no means as 
much as could be obtained under more favorable condi- 
tions. The principal- obstacles to expansion of busi- 
ness are: 


1. Inadequate shipping and irregular mail facili- 
ties. 

2. Inadequate protection to American interests by 
our own government. 

3. Insufficient financial facilities. 

The first two conditions are removable only by the 
government, and the last can be remedied by private 
investment, which is the subject of this brief article. 

Financial facilities may be established in one of 
three ways—by agencies of American banks, such hav- 
ing only limited power and restricted purposes; by the 
establishment of branches of American banks, such 
having either full or restricted powers; and last, by 
the establishment of joint stock banks, the capital being 
contributed by banks, corporations and individuals in 
this country, and by citizens of the particular country 
in which the banks are established. 

The agency plan can never accomplish the full 
purpose of expanding trade, being without local influ- 
ence and prestige, and is more or less a medium of 
exchange. -The branch bank has the disadvantage of 
placing in jeopardy the whole of its resources in case 
of the dishonesty of branch managers, unless their 
powers were so restricted as to impair their useful- 
ness. The establishment of joint stock banks, the cap- 
ital being contributed by many diverse interests and 
the liability limited to the stock subscriptions, appears 
to be the most feasible method of meeting the situa- 


tion. With a minority of the capital subscribed in the 
country where the bank is located, it would insure 
home influence and protection and a fair share of local 
deposits, which would inure to the success of the in- 
stitution, and so distribute the shareholders’ risk as to 
make it umappreciable. Besides, having among its 
shareholders in this country merchants, manufacturers 
and bankers, all of these would be naturally interested 
in diverting business to the institution in which they 
were stockholders. 


Under the National Bank Act national banks are 
wisely prohibited from owning stock in other banks. 
An amendment might be made authorizing a certain 
small percentage of surplus of banks to be invested 
in stocks of banks established in foreign countries. 


In the consideration of this subject, the fact must 
be borne in mind that, in some of the cities in the 
smaller republics, there is not sufficient business of a 
strictly banking nature to warrant the establishment 
of an institution the activities of which would be con- 
fined to banking transactions as conducted in the 
United States; but there is a wide field in South and 
Central America for banks organized to receive de- 
posits, make loans, accept bills, handle collections, fur- 
nish credit information and which, in addition, have 
facilities and connections for the handling of the 
products of the countries against which it makes loans 
and advances on consignment for account of owners, 
shipping same to the United States for sale, and hav- 
ing arrangements enabling the bank to have its bills, 
at ninety days, against such consignments accepted, 
thus reimbursing the bank and keeping it in funds 
for future loans and transactions. This business would 
be strictly legitimate, would promote trade and finan- 
cial relations, create exchange, increase exports and 
imports and afford increased revenues for the bank. 


It might be worthy of consideration to, establish 
in the United States a corporation to do a quasi-bank- 
ing or private banking business, the stock being sub- 
scribed by banks, corporations and individuals, which 
would own and hold a majority of the stock of banks 
established in South and Central America; the 
minority shares to be held in the respective country; 
the United States corporation to act as the agency of 
the various banks and handle the merchandise; also 
attend to such exports from this country as may be 
ordered through the various banks; arrange for credit 
lines and acceptances by correspondents of the various 
banks in this country, and to be generally applied to 
in case of need. Such a corporation would have gen- 
eral supervision of the various banks in which it held 
stock, dictate their policies, prescribe rules for their 
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conduct, receive and check their reports and statements, 
and would, if properly managed, be successful both as 
to earnings and in usefulness. 

As stated in the beginning, American investors 
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must be made to feel that the protection of the flag 
will be afforded to all legitimate enterprise wherever 
made, and laws must be enacted which will assist in 
the establishment of a merchant marine. 


ARMOUR PACKING PLANT IN ARGENTINA 


(FROM THE REVIEW OF THE RIVER PLATE) 


The “Frigorifico Armour de la Plata” is to be 
officially inaugurated tomorrow at La Plata. The ad- 
vent of this important new concern into the Argentine 
meat trade is a noteworthy event, as it will absorb still 
further large quantities of Argentine cattle and sheep, 
and it also initiates a new industry by the slaughter 
and elaboration of pigs for export. The progress of 
this new initiate will be followed with very great in- 
terest. The undeveioped state of the pig-rearing in- 
dustry in Argentina up to the present has been at- 
tributed to the lack of outlet for more than the mod- 
erate demands for home consumption, and primitive 
at that. A: similar essay was made some few years 
ago by one of the English “frigorificos” but the ven- 
ture faile¢ owing to lack of adequate supply. There is 
good reason to believe that better fortune will attend 
the Armour Company’s enterprise in this direction 
as rural opinion has undergone some education on the 
subject of pigs in recent years, and the intention of 
the company to occupy themselves with the industry 
on a large scale was announced with sufficient anticipa- 
tion to stimulate the enthusiasm and energies of pig 
breeders—actual or intending. The Armour Company 
have arranged for a capacity to begin with 1,000 hogs 
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per day, and they have well founded hopes of secur- 
ing this quantity from the start of their operations— 
in the second half of the current month—whilst they 
anticipate slaughtering 5,000 to 6,000 daily within the 
next five years, enlarging their capacity as quickly as 
the supply increases. Should this anticipation be real- 
ized it will mean that Argentina has developed an- 
other highly important industry, the possibilities of 
which can be gauged by the magnitude to which it has 
attained in the United States of America, where it 
surpasses all other live stock industries. There is no 
reason why the Argentine “chacarero” should not breed 
pigs with profit while he is waiting for his grain to 
grow. He may even find the side-line so profitable 
that he will adopt it as his primary industry. 

The latest of the legion of North American econ- 
omists to arrive here “to study the economic conditions 
of the country and report upon the possibilities of in- 
creasing the volume of commerce between Argentina 
and the great Republic of the North,” is a lady in the 
person of Miss Lucy A. Goldsmith, of New York. 
This lady is an expert in commercial matters and has 
come in representation of several New York business 
houses. We wish her all success on her mission. 
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SOUTHERN STATES FORM COTTON CONFERENCE 


Steps to handle the South’s cotton crop this year 
so as to prevent overloading of the market or financial 
embarrassment to growers were taken at a meeting in 
Galveston, Tex., August 14, attended by the presidents 
of the state bankers associations of Oklahoma, Arkan- 
sas, Georgia, Louisiana and Texas and representatives 
of the St. Louis, Dallas and Atlanta Federal reserve 
banks. As a result of the meeting, the Cotton States 
Bankers Conference was organized and it was resolved 
to send men into the cotton belt to explain the willing- 
ness and preparedness of the bankers to handle the 
crop without entailing any sacrifice on the part of the 
growers. The plan mapped out is intended to afford 
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relief to growers who are in immediate need of funds 
at the beginning of the picking season and to insure 
greater uniformity of price throughout the period of 
marketing. The attainment of these objects was made 
possible through the banks agreeing to advance money 
to the planters on cotton securities and the further 
agreement of the Federal reserve banks, through their 
representatives, to rediscount this paper. The con- 
ference has the co-operation of the Federal Reserve 
Board, W. P. G Harding having agreed to meet a 
committee of Southern bankers in Birmingham at the 
end of August to discuss the whole subject of cotton 
marketing. 
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Bankers Commend Movement tor 
Liquidity of Savings Bank Assets 


Digest of Letters Received from Varying Sec- 
tions of the Country Shows Sentiment in 
Favor of Greater Safeguard Against Panics 
Than Is Given by Withdrawal Notice. 


Savings Bank Section and the Trust Company 

Section a resolution was adopted for submis- 
sion to the General Convention of the American Bank- 
ers Association, as follows: 

“Whereas, We all appreciate the desirability of 
having the state financial institutions join the Federal 
reserve system, but recognizing before doing so, amend- 
ments to the Federal Reserve Act will be necessary; 
now, therefore, be it 

“Resolved, That we recommend to the General 
Association that a Committee of Twelve be appointed 
by the President of the American Bankers Association ; 
three thereof to be nominated by the Trust Company 
Section; three thereof by the Savings Bank Section; 
three thereof representing the commercial state banks, 
and three thereof representing the national banks, 
whose duties shall be to confer with the authorities at 
Washington in order to secure the adoption of such 
amendments to the Federal Reserve Act as shall make 
it more desirable for state banking institutions to join 
the Federal reserve system.” 


‘ T the joint meeting in Richmond last year of the 


In December, 1914, the Secretary of the Savings 
Bank Section sent out to a number of bankers in the 
United States circular letters requesting them to sug- 
gest amendments which would show their attitude 
toward the Federal reserve system and for the general 
information of the Committee of Twelve appointed by 
the President of the American Bankers Association 
pursuant to the above resolution. Most of the state 
bankers replying would not concede the desirability of 
their banks becoming members of the reserve system. 
There was no disposition: on the part of the mutual 
savings banks to take advantage of the Federal Re- 
serve Law or any amendment which would allow them 
to join the “system.” As was stated during the dis- 
cussion on the above resolution, “In the light of the 
present financial situation, it may be wise to consider 
if it is not possible to devise some way im which sav- 
ings banks of the mutual type may avail themselves of 
the benefits of the Federal reserve system. As the law 
now is, if we desire to approach the Federal reserve 
bank we must do it through an intermediary and not 
directly. Our interests are surely great enough, and 
our responsibility to our depositors heavy enough, to 
make it well worth while to inquire into the matter.” 


This sounds the keynote of the entire situation 
concerning savings banks with relation to their securing 
currency in time of need; as’ one opinion received from 
a New York mutual savings bank puts it, “provide a 
ready means of realizing on the assets of our mutual 
savings institutions in time of need through the medium 
of national banks.” And further, from another letter 
received, “permit a mutual savings bank to borrow on 
its securities under proper restrictions. This would 
enable such bank to obtain the necessary currency 
without a sacrifice, which a forced sale might bring. 
The public, knowing the reserve bank could extend to 
the savings bank such aid, would not be apt to become 
alarmed at unfounded rumors.” 


Recently an inquiry was sent to a number of bank- 
ers in each state of the Union and governors of each 
of the twelve Federal reserve banks as follows: 

“Could you let us have an expression of your 
opinion relative to whether you consider it a good 
policy for savings banks to invest their funds in certain 
loans which could readily be turned into cash in the 
event of an emergency, and what proportion of their 
securities should be of a liquid character?” 


We have embodied in the following pages a digest 
of most of the opinions received. They have been so 
arranged as to secure the opinions from different sec- 
tions of the country; the New England States, the 
Eastern States, Southern States, Middle Western 
States, Western States and the Pacific States. 


NEW ENGLAND STATES 


Massachusetts 


The laws of Massachusetts regarding investments 
of savings banks under which the banks are allowed to 
purchase a certain amount of readily convertible paper, 
I think, works admirably. The amount of such invest- 
ment should bear but a very small proportion to the 
total investment of the savings bank. 


It might be the policy of any savings bank to buy a 
considerable amount of short-term securities and arrange 
to have a certain amount payable each year. As to the 
general policy of having quite a large proportion of the 
assets of savings banks of a liquid character, should say 
most decidedly that I am in favor of it, and think that 
the savings banks as a class should have a much larger 
proportion of such securities than has usually been held. 


New Hampshire 


It is a wise and good policy for savings banks to 
invest a part of their funds in good loans which can be 
readily turned into cash in the event of an emergency. 
Percentage of their funds which I believe should be in- 
vested in such securities may vary so as to meet the 
conditions of different localities. I should think that 
between twenty and twenty-five per cent. would be a 
safe portion. 
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Vermont 


I do think it good policy for a savings bank to have 
at least ten per cent. of its assets of such character that 
they can readily be turned into cash in the event of any 
emergency. We have, up to the present time, relied upon 
high-grade municipal bonds to meet an emergency. 
Under the Aldrich-Vreeland Act we could use them 
through our correspondents. The nearest I have come 
to a solution of the problem has been to consider the 
advisability of carrying certain short-timed bonds which 
would mature from year to year, and which could be 
used in. an emergency at a less sacrifice than those of 
longer term. 


Massachusetts 


Massachusetts has allowed its savings banks to buy 
certain notes secured by collateral, and certain corpora- 
tion notes or three-named paper for many years. Re- 
strictions are quite drastic and the power of the 
commissioner to object to undesirable collateral is quite 
broad. It is possible for a bank in this state to buy such 
notes maturing at regular intervals throughout the year 
and always be assured of having funds come in for such 
necessities as may arise. For instance, we have not 
been obliged during any of the stringent periods or panics, 
so called, which have arisen during the past ten years, 
to sell any of our bonds, as we have plenty of personal 
loan maturities which we allow to be paid to take care 
of all our extraordinary demands. I am very sure, how- 
ever, that a law based on the Massachusetts savings bank 
section regarding personal loans, properly administered 
- . commissioner, is a great advantage to any savings 

ank,. 


Rhode Island 


All savings banks should so fortify the bank against 
a run that any probable call for money could readily be 
responded to. It is the general opinion of savings bank 
managers that a run will exhaust itself by the time ten 
per cent. or twelve per cent. of the deposits have been 
paid eut—this would be an extreme amount. The com- 
mercial paper which we take is of a class which can 
readily be rediscounted in the Federal reserve banks 
through our national bank depositories, and averages 
well within the time limit set by the rules of the Federai 
Reserve Law. 


Connecticut 


While there can be no question that a certain amount 
of funds invested in this class of investment would be 
judicious for banks in many parts of our country having 
savings deposits, I do not think that for a mutual savings 
bank in New England or the Eastern States it is a prac- 
tise to be encouraged as yet, with the exception that I 
do advocate mutual savings banks being in a position to 
take cash—if the rate is at any time sufficiently attractive 
—the acceptances of national banks as are authorized at 
present under Section 13 of the Federal Reserve Act. 
Recent Connecticut legislation allows savings banks in 
Connecticut to make such investments. I am not certain 
as to how far laws in other New England or Eastern 
States will allow savings banks in those states to do so. 
The percentage of quick assets which a savings bank 
should carry must necessarily depend a great deal upon 
the character of its depositors. In his address at New 
London last month, Governor Hamlin, of the Federal 
Reserve Board, indicated at least a personal desire that 
mutual savings banks in the East should be some way be 
breught into the Federal reserve system, but at the pres- 
ent time there are not benefits for a mutual savings 
bank in that system. I recall that in one of the early 
drafts of the Federal Reserve Act provision was made 
for loans to member banks having not more than four 
months to run by the Federal Reserve Act banks, if se- 
cured by United States, state or municipal bonds. Most 
of the mutual savings banks, particularly the larger 
ones, have a sufficient amount of such assets as would 
enable them, with such provision in force, to finance 
themselves through any run or unusual demand for cash, 
and it would seem, if such loans were allowed either to 
mutual savings banks or to member banks which are 
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depositories of mutual savings banks, the savings banks 
would be able to get comfortably through any disturbing 
situation. As a protection against such privilege being 
abused for the purpose of speculation, it is suggested 
that it be provided that all bonds pledged shall huve been 
owned by the pledging bank for at least five years, and 
that, if necessary, the obligation shall also have the en- 
dorsement of at least two member banks, which will be 
in effect a guarantee that the need of rediscount is urgent 
and cannot be supplied locally. The Vreeland Act pro- 
vided for the issuance of emergency currency based on 
state, county or municipal securities, and for this very 
reason it was possible to, and some savings bauks did, 
secure in the Fall of 1914 from national banks consider- 
able amounts on such securities because of the fact that 
the loaning bank could in case of need pledge the same 
for currency. 


The great trouble with savings banks is that our 
assets are not liquid enough, and in time of stress they 
could not realize on their securities without great 
sacrifice. 


EASTERN STATES 


New York 


I believe firmly that a savings bank should carry a 
considerable portion of its assets in liquid obligations 
with short maturities. First, to supplement, as a 
secondary reserve, the very light cash reserves which 
savings banks paying present rates of interest must 
necessarily carry. Second, to reduce substantially the 
volume of bonds now carried, the steady decline in 
the market value of which in recent years has shown 
long-time bonds, however safe, to be an investment 
in which savings banks should not carry too large 
a proportion of their assets. What these liquid as- 
sets should consist of is the question. The investment 
laws of Massachusetts and Michigan, which are the prin- 
cipal states permitting the investment of savings deposits 
in commercial paper and collateral loans, allow thirty- 
three per cent. of the deposits to be so invested. In 
Massachusetts the actual investment in this form is about 
twenty per cent. of the deposits. If savings banks 
are to be permitted to buy paper, they should be held 
to some standard; but it is impossible to establish a 
satisfactory standard by law. Fortunately, in Massa- 
chusetts custom and practise have established a quite 
satisfactory standard. To permit the savings banks of 
other states, where such custom and practise do not 
exist, to buy commercial paper indiscriminately would 
be a dangerous experiment. The Federal reserve system is 
now endeavoring to stimulate the creation of certain credit 
instruments, viz., ‘bankers’ acceptances” and “trade ac- 
ceptances.” It would be better to wait until commercial 
paper has been somewhat standardized either through 
the Federal reserve system or otherwise, and then to 
permit the savings banks to invest a reasonable portion 
of their deposits in standard paper of the highest grade. 
When the time comes for it, nothing will strengthen the 
savings bank system so much as to introduce a substan- 
tial self-liquidating element into its investments. 


New York 


Under suitable restrictions it might be a desirable 
policy for savings banks to invest a certain proportion of 
their assets in a form more readily convertible than is 
now the case where all of their investments are made in 
bonds. The Massachusetts savings institutions are per- 
mitted to purchase certain classes of commercial paper 
of short maturity. In other parts of the country savings 
institutions are permitted to make loans upon collateral, 
but the restrictions of our statutes in this state (New 
York) do not permit of investments of this character, 
and to some extent that is a weakness in our savings 
bank situation. The only direct improvement in the 
position of the savings banks as a whole that now seems 
feasible will be possibly to enlarge their field for making 
short-timed loans, and that should be under restrictions 
so carefully safeguarded as to prohibit all possibility of 
misuse of funds. 
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Pennsylvania 


It does not appeal to me to authorize savings banks 
to invest their assets in commercial paper, because I 
feel that it means getting into partnership with the 
makers of the paper, and that, in my judgment, is hardly 
the place to invest the savings of poor people. 


New York 


Savings banks are in a far better condition if a fair 
amount of their funds 1s invested in short-term obliga- 
To be able to 


tions instead of long-time securities. } 

liquidate promptly should be the desire of every savings 
bank officer, because they never can tell when an emer- 
gency will arise whereby their institution may be called 
upon to pass over to the depositors a large amount of 


money. As to the matter of figuring out the proportion 
of short or long-term securities, the officers of the various 
savings banks must, individually, be the best judges as 
to that. 


New York 


Unhesitatingly I say that, in my opinion, it is good 
policy for savings banks to invest their funds in some 
short-timed loans or equipment notes or securities of the 
character which could readily be turned into cash in the 
event of an emergency. 


Pennsylvania 


It is undoubtedly good policy for a savings bank to 
hold a certain amount of readily convertible securities, 
but the question arises here, what are such securities? 
In an emergency affecting only one institution first-class 
railroad bonds would probably answer the purpose, but 
if the emergency should arise out of general conditions 
affecting many institutions it would probably be imprac- 
ticable to dispose of them in sufficient quantities and at 
a satisfactory price. In our opinion the very best pro- 
tection that a savings bank can have is to invest liberally 
in maturities of municipal or railroad loans arranged so 
as to meet any probable requirements. It is therefore 
our policy to provide in advance maturing loans for each 
year, so as to insure an ample supply of liquid assets 
to meet emergencies. 


Maryland 


Investments of a non-liquid character are, in the 
nature of the savings bank business, inevitable, but the 
disadvantage may be largely overcome by a careful selec- 
tion of maturities. For instance, it is the policy of our 
bank to invest a certain portion of our funds in short- 
date securities, such as serial municipal bonds or rail- 
road equipment obligations; this policy supplies us with 
a large amount of cash every year amounting to about 
five per cent. of our resources; in addition we aim to 
have on hand usually about six per cent. in cash, and 
with an income of approximately five per cent. of our 
resources we have, as you will note, a fairly large per- 
centage of money coming in every year. It has also been 
the policy of our institution to carry a large block of 
United States bonds—at present we have nearly seven 
per cent. of our resources thus invested in the fours of 
1925 ; these holdings, through the circulation period which 
they still enjoy, would supply us quickly with an amount 
of currency equivalent to their face value by loaning or 
selling them to the national banks with which we do 
business ; to this may be added the mortgage loan liquida- 
tions, which often amount to four per cent. or five per 
cent. of the total amount of mortgage loans. In these 
several items we have a comfortable percentage of liquid 
assets—approximating twenty-five per cent. of our de- 
posits—which we have found sufficient for all past emer- 
gencies; besides, it should be the policy of all savings 
banks to have such a high character of railroad and 
municipal bonds as will command a market at any time 
with the minimum sacrifice. Most of our mutual savings 
banks are so circumstanced as to be able to follow similar 
policies, except where state laws forbid investmenta in 
railroad equipment obligations. 
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District of Columbia 


On account of the state laws, and the very best state 
laws too, a majority of the savings banks in the country 
invest their funds in mortgages running a period of years 
and long-termed bonds. When the question of liquid 
assets is discussed the difficult part is to decide just what 
is liquid. Long-termed bonds have usually been can- 
sidered liquid on account of the salability of same under 
ordinary conditions; however, under ordinary conditions 
it is not necessary to sell them, and under extraordinary 
conditions it is not possible to sell them except at a very 
considerable loss. Collateral loans have been considered 
one of the best liquid assets available for banks, but 
during last August collateral loans were very positively 
non-liquid. Aside from these two forms of investment. 
the only other liquid asset is commercial paper. I be 
lieve the general feeling of financial men is that com- 
mercial paper should not be held by savings banks of a 
mutual character, and should only be held by stock 
savings banks where they do 2 commercial business, and 
as an investment for part of their commercial funds only. 
After giving this matter a great dewl of thought, I feel 
that the best investment for savings institutions would 
be to place from fifty per cent. to seventy per cent. of 
their assets in well-selected first mortgages, procuring 
either three or five-year loans. ‘These loans, being placed 
at different times, would be maturing at different dates. 
My experience, as well as observation, is that there is 
less possibility of loss, where handled carefully, in this 
class of securities, by far, than any other investment a 
bank can make, be it bonds, collateral loans or commer- 
cial paper. In addition it places the money back into 
the community from which it is drawn. Complaint has 
often been made of savings banks in certain sections, 
where they invest most of their money in bonds, that they 
take the money out of the community in which they are 
doing business and invest it in other parts of the country 
instead of assisting in developing the community in which 
they are located. I think the other thirty per cent. or 
fifty per cent. should be invested in bonds, short-termed 
notes of high-classed corporations and collateral loans. 
Where the savings banks do a commercial business as 
well as a savings, a portion of their commercial funds 
might properly be invested in commercial paper. In 
conclusion I might add that our institution, which is a 
stock institution with about twenty per cent. of its de- 
posits commercial, the balance being savings, has its 
money invested as follows: Bonds, $590,285.41; demand 
collateral loans, $595,587.85; mortgage loans, $2,324,- 
768.24; commercial paper, $249,056.72; real estate loans 
(bank buildings), $596,258 


SOUTHERN STATES 
Virginia 

It would strengthen the banking situation if savings 
banks were permitted to invest part of their funds in 
loans of a liquid character and if they would adopt this 
as a fiscal policy. Bank acceptances and trade accept- 
ances of a character admitted to discount under the 
regulation of the Federal Reserve Board constitute a 
class of paper both safe and liquid, and it would fortify 
the position of savings banks to have, say twenty-five per 
cent., of their investment funds in paper of this class. 


Georgia 


I found out that up to the year 1914 the investments 
in standard railroad stocks which were paying dividends, 
and of railroad bonds and county and city bonds, was 
one of the best investments we could employ the funds 
of a bank in; that is, the idle funds we could not put 
into improved real estate loans. But when the stock 
exchanges closed, caused by the disturbances abroad, we 
found that these securities did not have the liquid charac- 
ter that we had been led to believe was true. Since the 
organization of the Federal reserve bank I have come 
to the conclusion that it would be good policy for the 
savings banks to invest a certain proportion of their 
loans in a way in which they could be readily turned 
into cash in the event of any emergency, such as loans 
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arising out of commercial, industrial or agricultural 
transactions, maturing within the terms of the Federal 
Reserve Act. I have suggested to the officers and di- 
rectors of the Georgia Savings Bank & Trust Company, 
and the president of that company agrees with me, that 
it would be wise to make a change in their policy, taking 
a certain proportion of their assets and investing it in 
this liquid character. Then to have the savings bank 
join the Federal reserve system, thus being fortified to 
meet emergencies that may arise over which they have 
not control and which their actions did not create. I 
am quite sure when this feature of the Federal reserve 
bank is more fully understood by the savings banks of 
the country that they will invest a certain proportion 
of their loans in this character of securities that will 
meet emergencies, and they can largely determine this 
by past experience of demands for withdrawals on their 
institutions. I am quite sure that the Reserve Board 
at Washington would approve applications of savings 
banks that would invest a reasonable proportion of their 
assets in this character of security, and ultimately the 
Federal reserve system would be a financial bulwark to 
them in times of stress. 


South Carolina 


I do consider it a good policy for savings banks to 
invest their funds in certain loans which can be readily 
turned into cash, and I would suggest that possibly fifty 
per cent. of their securities should be of liquid character. 


Mississippi 


I believe that in the savings bank business of this 
country twenty-five per cent. would be an ample propor- 
tion of strictly liquid securities. 


Louisiana 


We can see no reason whatever why savings banks 
cannot properly and profitably invest a reasonable pro- 
portion of their loanable funds in liquid assets. 

It is my opinion that it is necessary for a savings 
bank to invest a reasonable part of the funds in loans 
of short maturity. We have pursued this policy for 
several years. We buy thirty, sixty and ninety-day notes 
which are secured by endorsement; these notes we desig- 
nated commercial paper until the Federal Reserve Board 
defined what commercial paper is. These short-termed 
notes pay a good rate of interest and I have never known 
one of them to be in default. Short-timed loans are 
valuable in periods of trouble when depositors seek to 
withdraw their accounts, and they are valuable when an 
opportunity offers to make a desirable investment. The 
short-timed notes can be rediscounted in any commercial 
bank at any time. They are much more desirable than 
demand or call loans. We are closing out our loans 
secured by mortgage as rapidly as we can, believing that 
stocks and bonds are safer and more liquid than mort- 
gages. 

Texas 


A savings bank might invest about one-third of its 
amount in liquid loans and the other two-thirds in longer 
loans. It would hardly be possible for a savings bank 
to invest all of its funds in short-timed loans; neither do 
I think it would be good policy for them to do so, as in 
the past the savings banks have taken a good deal of 
the longer time loans. 


Arkansas 


Judging from our own experience, it would seem 
reasonable that savings banks be permitted to invest a 
portion of their funds in high-grade commercial paper. 
particularly in view of the organization of the Federal 
reserve banks. As a class, I believe that the officers of 
a savings bank are not qualified by experience and train- 
ing to pass upon commercial paper, but if the proper 
restrictions were placed about the investment in com- 
mercial paper, such as restrictions as to the amount 
loaned to any one firm or corporation, the capital of the 
corporation, its ponte of liabilities to assets, etc., 
the depositors of the savings banks would have reason- 
able protection and would be enabled to enjoy the bene- 
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fits of the reserve banks. I should say that not over 


twenty per cent. should be invested in paper of this kind. 


MIDDLE WESTERN STATES 


Missouri 


I understand that savings institutions in the state 
of Massachusetts have in the past exercised the practise 
of investing a certain percentage of their funds in com- 
mercial paper which is more or less liquid. It seems to 
me the experience of a savings bank in Massachusetts in 
this particular would be a good criterion. 


Ohio 


Many banks which receive savings deposits are also 
doing a commercial business. It is my judgment that 
every bank having any demand deposits ought to have 
a part of its investments in paper of a strictly liquid 
character; on the other hand, it is my judgment that a 
bank having no demand deposits cannot properly be 
criticised for carrying no liquid paper. It is not im- 
probable that at some early session of Congress there will 
be considered some amendment of the Federal Reserve 
Act to permit Federal reserve banks in certain emer. 
gencies to make loans to state banks in the Federal re- 
serve system on certain high-class municipal bonds, 
Those state institutions which have in the meantime 
entered the system will perhaps welcome such a condi- 
tion, even though it be so strictly circumscribed as an 
emergency relief as not to be available under any ordi- 
nary conditions. Whatever is done in the way of 
amendment of the Federal Reserve Act, however, as I 
see it, there is no real occasion for any strictly savings 
bank to enter the Federal reserve system. In the ordi- 
nary course of business, making no commercial loans and 
having no demand deposits, a savings bank would not 
find any occasion for membership. This being the case, 
there is in my judgment no reason why a strictly savings 
bank should feel any obligation to invest in commercial 
paper. 


Illinois 


Every savings bank should invest a certain amount 
of its assets in high-grade commercial paper which could, 
as you say, be readily turned into cash in the event of 
an emergency, or could. by permitting maturities to run 
off, take care of a gradual reduction of deposits. From 
my own experience I have found there are three kinds 
of liquid assets at a time of financial stress, from a 
banker's point of view: First, cash in the vault. Second, 
cash on deposit with other banks. Third, high-grade 
commercial paper representing real commercial transac- 
tions. The percentage of each that one should have, of 
course, depends upon local conditions. If the savings 
bank as a regular thing requires notice on savings with- 
drawals above a certain fixed amount, of course a large 
cash reserve is not necessary. It also depends upon the 
form of the remaining securities; that is to say, if the 
savings bank has a lot of real estate mortgages, so that 
there are a number of thousands of dollars’ worth matur- 
ing each week or each month systematically through the 
year and there is a chance that payment may be enforced 
upon these, one does not need quite so much of cash re- 
serve. Again, however, my experience is that it is just 
at the time you need these funds that your borrower is 
unable to place his loan elsewhere, because, as was the 
case last Fall, most of the insurance companies stopped 
loaning on real estate, etc., ete. I should say that five 
per cent. actual cash in the bank; five to ten per cent. 
additional on deposit with other banks, and then either 
ten or fifteen per cent. in high-grade commercial paper, 
making the total, say twenty-five per cent., would be 
about right. I can see some of my Eastern savings bank 
friends look upon this suggestion with a great deal of 
horror, for two reasons: First, this program might cur- 
tail profits, which in all probability it would; but con- 
ducting a bank in this way would make it possible under 
almost tiny circumstances to take care of depositors, 
although the institution could probably only pay three 
per Gent. interest instead of four, as is paid by some 
banks; eeond, there is probably an impression that 
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there would be a greater loss in the commercial paper. 
My own impression in this connection is that, taking it 
year in and year out, the loss in commercial paper is 
no greater than the depreciation caused by fluctuation 
in values of bonds. . 

Upon two or three occasions we endeavored to 
formulate a plan of investment of our savings deposits, 
but each time we came to the conclusion that such was 
not practicable, and aside from the endeavor to carry a 
ten per cent. cash reserve and not to invest more than 
fifty per cent. in first mortgages, we have not attempted 
to invest any certain percentage of the remainder in 
bonds, and have leaned strongly toward the purchase of 
commercial paper, which his been of tremendous assist- 
ance to us upon three occasions in particular since we 
started in business nearly ten years ago when our sav- 
ings deposits dropped very considerably in a short space 
of time. In fact, our experience with commercial paper 
in this connection was so favorable that, regardless of 
the provision in our by-laws to require thirty and sixty 
days’ notice of savings depositors, we would not think 
of conducting our business in the future without carrying 
a considerable percentage of our savings deposits in 
commercial paper. 


Ohio 

It is rather difficult to determine just what propor- 
tion of a savings bank’s assets should be of the liquid 
character. ‘he principal menace, prior to the enactment 
of the Kederal Reserve Act, was that of “currency 
famine.” I think that in every financial crisis properly 
conducted savings banks have had ample assets to meet 
legitimate demands. The principal difficulty which 
menaced them was the obtaining ot currency. If, as it 
would seem, the Iederal reserve bank removes the tend- 
ency of currency famine, then I would say that a much 
smaller amount of liquid securities, together with the 
customary cash reserve, would be necessary than here- 
tofore. 1 think it matters very little whether the bank 
is a Federal reserve bank, so far as its ability to obtain 
currency is concerned, for if it has the right kind of 
securities it would be able to secure the necessary cur- 
rency for its requirements in the district where it is 
located. ‘There has never been a time in my experience 
when high-grade securities could not be marketed at a 
price. Where the business of the bank is very active, 
as with trust companies, a larger amount of money may, 
with propriety, be invested in short-term securities. It 
has been our rule to carry a very generous balance of 
cash on hand and on deposit; and with this, taken to- 
gether with our large holding of municipals and of other 
seasoned bonds, we have felt well secured. At times, as 
conditions have seemed to warrant it, we have further 
fortified ourselves by increasing our purchases of good 
short-term securities. The right to demand of depositors 
sixty days’ notice is a large element of safety in fmancial 
flurries, as the stress is almost sure to pass in sixty days. 
As a result of nearly thirty years’ experience, I have 
found it necessary on one occasion only to sell securities 
to meet the most urgent demands in times of financial 
distress, and that was in the panic of ’93, when we sold 
about two million municipal bonds for currency settle- 
ments. I am inclined to the opinion that if the funds of 
savings banks are invested in high-grade securities it is 
not necessary as a measure of safety to invest any con- 
siderable amount in short-time securities. But from an- 
other point of view—the rise and fall of interest rates—it 
has been deemed by some of our best investors an 


advantage to invest quite a large amount in short-time 
securities. 


Ohio 


I believe in having assets that produce all the time. 
When a savings bank makes mortgage loans on the instal- 
ment plan—monthly—it produces a certain income in 
cash each month, as well as assisting the borrower the 
more easily to cancel or reduce his mortgage, by capital- 
izing his former rent-paying habit; in hardstimes the 
average citizen pays his rent. The same is true of the 
monthly instalments upon a mortgage, 
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Indiana 


In the first place, I believe there are but two really 
liquid securities—the one, commercial paper such as is 
accepted by the Federal reserve organization, and the 
other, underlying railway bonds and the like listed on 
the New York and Chicago exchanges. The former is 
made liquid by operation of commerce; the latter may 
be liquidated at some price, probably at considerable loss 
in times of stress, but it may be said that such bonds may 
be liquidated at, at least, some price. I believe that one- 
third of the savings bank investments should be in such 
form of underlying marketable bonds. Likewise I believe 
that a savings bank should be permitted to invest at 
least a small portion of its funds in commercial paper of 
the highest character; that such an investment should be 
definitely and conservatively limited cannot be questioned. 
But just such commercial paper as would be acceptable 
to a reserve institution should, as stated, be acceptable 
to a savings institution. Indiana, as well as many other 
States, limits the time according to the size of the 
deposits under which a depositor in a savings institution 
may withdraw his deposits, and in this respect at least 
some time is given to enable a savings institution or the 
savings department of a trust company to convert its 
securities into cash. However, even this time, compared 
with time required for liquidation in times of stress, for 
such an operation is very short. Therefore securities 
mere convertible than the bonds above referred to are 
desirable among the assets of a savings bank; and again, 
as above stated, I believe that commercial paper accept- 
able to the reserve organization should be that additional 
investment. 


Indiana 


It is very important that savings banks be allowed 
to invest a portion of their funds in securities that could 
be readily converted into cash, or upon which loans could 
be made by banks carrying the reserve of such savings 
banks. In most of the banks the savings banks are ham- 
pered and unnecessarily restricted in the character of 
investments they are permitted to make, and unless there 
are changes in the stute laws of the various states 1 see 
no hope ior relief. During the panic of 1907 the savings 
banks and trust companies in indiana found that they 
could dispose of real estate mortgages to the panic- 
stricken depositors, and it was about as easy to raise 
money on that sort of investment as it would have been 
on any other securities. 


Minnesota 


It seems to me that there is less need of a change 
in the law since the Iederal reserve system was insti- 
tuted, because almost every savings bank is in touch 
with high-class commercial banks that are members of 
the Federal reserve system, and should have the right to 
discount short-term paper so that they will be in a 
position to lend assistance to savings banks. 


lowa 


I certainly do consider it good policy for a savings 
bank, or trust company doing a savings bank business, 
to invest at least twenty-live per cent. of its deposits 
in loans that can in an emergency be readily liquidated 
or be acceptable through its local depository at the 
Federal reserve bank. Savings banks generally rely upon 
and must appeal to the commercial banks, who must 
accept the collateral they may have to oifer and take 
care of them in periods ot stress, and if such savings and 
trust companies do not have paper that will be paid 
when due, commercial banks accepting such loans are 
loading up with undesirables. Savings banks should not 
be permitted to continue a business that may at any time 
force upon their customers notice of withdrawals, as there 
is probably no branch of banking in which the people 
become alarmed and alarm others so quickly as do tae 
average savings depositors; hence every savings bank 
should be sutticiently strong in liquid assets to take good 
care of itself. IL aiso believe the Kederal reserve system 
should be so amended that savings banks and trust com- 
panies may with profit become members, and may, by 
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depositing as collateral municipal bonds, receive tem- 
porary credit for reasonable amounts, the same as the 
government is now accepting as security for postal sav- 
ings accounts, which would relieve such savings banks 
nnd trust companies during the period when the demand 
is active, to be paid in from three to six months, or re- 
eeive circulation upon the same plan as the recent 
Aldrich-Vreeland Currency Act; and if such action was 
taken, then a smaller reserve might be very judiciously 
neld. 
Missouri 


The problem solved which your question presents 
would eliminate the majority of our troubles. Local 
conditions are most to be considered. I can only give 
you our experience for thirty years. During that time 
we have found that the safest and most profitable loan 
is a first mortgage on farm lands or medium-priced resi- 
dences, with the loans so arranged that there is always 
a sufficient amount that can be called in at any time. 
We have always found that the individual investor and 
the loan broker have plenty of money to take up these 
loans whenever we press them, and during our experience 
we have never been compelled to rediscount or call on 
other banks for help, although we have gone through 
several panics and have had our deposits reduced from 
twenty-five to fifty per cent. 


WESTERN STATES 
Wyoming 
In our opinion it is wise to maintain a good, strong 
secondary reserve in the form of liquid loans. 


Colorado 


I believe it is not only good policy, but a necessary 
policy, for savings banks to invest their funds in loans 
und securities which can be more readily turned intu 
cash in the event of an emergency. 


Colorado 


All investments or loans of savings banks, in my 
opinion, should be on secured paper, which in this section 
of the country must necessarily be on from three to five- 
year time for farm loans and other real estate loans, and 
probably for a longer period on bonds. These, of course, 
are non-liquid, but the savings banks are protected by 
law, which permits them to require a notice of with- 
drawal which is usually long enough for them to arrange 
for such advances as may be required to enable them to 
meet the emergency when it culminates. In nearly all 
eases concerted withdrawals are hysterical, and normal 
condition is generally restored within a few days or a 
few weeks. If, however, the alarm should be widespread 
and last for a long time, paper that is called liquid would 
be practically valueless to realize on, probably much more 
so than well-secured loans. 


New Mexico 


As president of a small savings bank in this city, I 
have insisted that they carry a reasonable amount of 
their paper in short-timed liquid loans, there being 
nothing in our state laws to prevent their handling this 
class of paper. 


PACIFIC STATES 
California 


I would consider it a good policy for savings banks 
to invest their funds in loans which could readily be 
turned into cash in the event of an emergency. My 
opinion is that it is of course a good policy for savings 
banks to have a certain amount of their investments in 
liquid securities for use in case of emergency; but I 
think there is sufficient field for this purpose in the se- 
curities offered by the bond market for United States 
and municipal obligations, especially warrants issued in 
anticipation of the receipt of taxes. 


Washington 
We carry a large amount of local bonds, such as 
improvement bonds issued by municipalities for street 
grading, curbing, paving, sewer and water mains, etc. 
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These are issued on the serial plan, and the state laws 
relating to same have been passed upon by the court 
and amended until we have what we consider a splendid 
law to govern. Likewise, the same general plan covers 
drainage and dyking bonds. Also, we carry considerable 
high-grade commercial paper. Answering your question 
from a general standpoint, we would be inclined to loan 
only about one-third of the bank’s assets upon improved 
real estate. The rest of our loans we would prefer to 
—_ invested in the class of securities first mentioned 
above. 


California 


The legislature of the state of California, at its 
recent session, enacted the following amendment to the 
Bank Act: “A savings bank may, under such conditions 
and regulations as the Superintendent of Banks may 
prescribe, discount or purchase commercial paper of the 
kind and character made eligible under the Federal Re- 
serve Act and the then current regulation of the Iederal 
Reserve Board for rediscount or for purchase in the 
open market by Federal reserve bank: provided, how- 
ever, that no savings bank shall at any time acquire by 
discount or purchase an amount of such commercial 
paper greater than five per centum of its deposits, nor 
shall any savings bank acquire, directly or indirectly, by 
discount of purchase, any such commercial paper of or 
from any person, firm, copartnership or corporation in an 
amount which shall exceed tive per centum of the capital 
and surplus of such bank.” This amendment to Section 
67 of the Bank Act will take effect on August 1 next. 
It was suggested by the undersigned as a meiber of 
the legislative committee of the California Bankers As- 
sociation, and approved by the State Superintendent of 
Banks. The amendment originally provided that sav- 
ings banks could at any time acquire by discount or pur- 
chase an amount of such commercial paper up to ten 
per cent. of its deposit liabilities, but as the proposal 
was something of an innovation it was finally deter- 
mined to reduce the amount for the present to five per 
cent. of the deposit liabilities. No doubt experience will 
demonstrate the desirability of increasing this amount 
to ten, fifteen or perhaps twenty per cent. It is quite 
as necessary for savings banks to invest a reasonable 
portion of their loanable funds in liquid commercial 
paper of a well defined class as it is for commercial 
banks to make such investments to a greater extent. In 
times of emergency or when there is a disposition on the 
part of a large number of depositors to reduce or with- 
draw their deposit balances, savings banks should have 
some secondary reserve to rely upon, rather than to be 
compelled to call in time loans or sell fixed securities 
on a falling market. 


California 


I have been thinking this matter over and unhesitat- 
ingly say that I think it is a good policy for every sav- 
ings bank to invest at least twenty-five per cent. of their 
funds in loans which can be readily turned into cash in 
the event of an emergency. We formerly considered first 
class bonds a safe and liquid investment, but experience 
has shown that in times of stress there are practically 
no bonds which have a ready market except at a tre- 
mendous sacrifice. It has always been my opinion that 
the savings banks do not keep a sufficient amount of their 
assets in liquid form. 


California 


A savings bank should have a liberal proportion of- 
its investment readily convertible into cash. Inasmuch 
as there is so little commercial paper available it is 
doubtful whether a supply sufficient to satisfy the needs 
of savings banks generally would be available. I think 
the savings banks, therefore, will have to find some other 
form of liquid assets to supplement such supply of com- 
mercial paper of satisfactory quality as they may be 
able to get. As for the amount of such liquid paper as 
a savings bank should have, the proportion would nat- 
urally vary in different localities. With savings banks 
located in Eastern metropolitan cities which are close 
to the money reservoirs, the | gp would not need 
to be so high, as they would have resources for securing 
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additional funds, which banks located in more distant 
parts would not have. With us here in the West we feel 
that the banks should have sufficient assets upon which 
they can realize readily so that the cash reserve might 
be run up to thirty per cent. or forty per cent. of the 
deposits in a short time. 


Honolulu, H. T. 


It would be advisable where deposits are made re- 
payable on comparatively short notice that at least one- 
third of the loans should be of liquid character. 


ALDRICH-VREELAND LAW: 


Section 3.—Any national bank association * * * 
may make application to the Comptroller of the Cur- 
rency for authority to issue additional circulating notes 
to be secured by the deposit of bonds other than bonds 
of the United States * * *, The Treasurer of the 
United States, with the approval of the Secretary of 
the Treasury, shall accept as security for the additional 
circulating notes provided for in this section, bonds or 
other interest-bearing obligations of any state of the 
United States, or any legally authorized bonds issued by 
any city, town, county or other legally constituted 
municipality or district in the United States which has 
been in existence for a period of ten years, in which for 
a period of ten years previous to such deposit has not 
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defaulted in the payment of any part of either principal 
or interest of any funded debt authorized to be con- 
tracted by it, and whose net funded indebtedaess does 
not exceed ten per centum of the valuation of its taxable 
property, to be ascertained by the last preceding valua- 
tion of property for the assessment of taxes. The Treas- 
urer of the United States, with the approval of the Secre- 
tary of the Treasury, shall accept, tor the purposes of 
this section, securities herein enumerated in such pro- 
portion as he may from time to time determine, and he 
may with such approval at any time require the deposit 
of additional securities, or require any association to 
change the character of the securities already on deposit. 


SENATE BILL (Federal Reserve) Report 133, Part 2, 
November 22, 1913: 

Section 20.—No member bank shall extend directly 
or indirectly the benefits of this system to a non-mem- 
ber bank, except upon written permission of the Iederal 
Reserve Board, under penalty of suspension. 


FEDERAL RESERVE ACT: 


Section 19.—No member bank shall act as the me- 
dium or agent of a non-member bank in applying for or 
receiving discounts from a Iederal reserve bank under 
the provisions of this act, except by permission of the 
’ederal Reserve Board. 


BANKS MUST STOP COLLECTING,DEPOSITS 


The constant desire of banking institutions to 
outdo each other in competition for deposits through 
the extension of different branches of banking service 
has gradually caused to grow up in the metropolis a 
custom which has reached the proportions of an abuse. 
This is the practise 2f collecting deposits from cus- 
tomers, and even delivering payrolls to them, making 
it unnecessary for depositors to come to the bank for 
the purpose of transacting their business. 

Apparently this situation arose as a result of the 
desire of the banking institutions to retain the patron- 
age of their customers after the latter had removed 
their places of business. One concession leads to an- 
other, and before long depositors found that not only 
was it unnecessary for them to carry their funds to the 
bank, but that the latter would also send its armed 
messenger with the weekly payroll, thus saving the 
patron the risk and expense of despatching its own 
representative. 

In this way, it is pointed out, small institutions 
which do not indulge in the practise are placed at a 
disadvantage and are subjected to a constant loss of 
neighborhood business which they feel belongs to them. 

There are objections to the custom on the ground 


of illegality, and whezever the attention of the Comp- 
troller of the Currency or of the Superintendent of 
Banking has been called to this method of doing busi- 
ness the offending institution has been requested to 
discontinue the practise. For example, Section 110 of 
the New York State Bank Law provides that no bank 
or any officer of any dank shall transact its usual bank- 
ing business at any place other than its principal place 
of business, with the =xception of the case of regularly 
authorized branches. A similar provision is to be 
found in the National Banking Act. It is contended, 
therefore, that a bank which sends its representative 
to collect deposits transacts business at the office of 
the depositor and not at the headquarters of the bank. 
It is also argued that in sending out messengers to col- 
lect deposits a bank is engaging in a business which it 
is not authorized to do, for the reason that the de- 
livery of funds may oe regarded as the work of a 
carrier or transportation company. On the other hand, 
if the collection of the deposit at the office of a cus- 
tomer is viewed as the operation of a branch of the 
bank, then the institution is violating the law which 
imposes a heavy penalty for operating a branch con- 
trary to the provisions of the section cited. 
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FOR THE MONTH OF AUGUST, 1915 


Anderson, John B., Detroit, Mich. 

Aseltine, A. H., “Commercial & Financial Chronicle,” 
New York City. 

Bean, Kobert H., treasurer Old South Trust Company, 
Boston, ‘Mass. 

Bishop, A. G., president Genesee County Savings Bank, 
Klint, Mich. 

Board, I. Z., secretary and treasurer Ridgewood Trust 
‘Company, Kidgewood, N. J. 

Bryant, krank W., Second National Bank, Boston, Mass. 

Buhsen, C..M., Metropolitan Life Insurance Company, 
New York City. 

burke, Morris E., inew Orleans, La. 

Burns, Wm. J., president Wm. J. Burns International 
Detective Agency, Inc., New York City. 

Campbell, Henry M., Detroit, Mich. 

Carpenter, T. Eilwood, president Mount Kisco National 
Bank, Mount Kisco. 

Covington, Leake S., cashier The Farmers Bank, Rock- 
ingham, N. C. 

Covington, Miss Elna, Rockingham, N. C. 

Covington, Miss Faith, Rockingham, N. C. 

Covington, Miss Maye, Rockingham, N. C. 

Dismukes, John T., president birst National Bank, St. 
Augustine, Fla. 

Evans, Montgomery, president Norristown Trust Com- 
pany, Norristown, Pa. 

Fox, George B., National Shawmut Bank, Boston, Mass. 

Foye, E. Elmer, E. Elmer Foye & Company, Boston, 
Mass. 

Gatling, N. P., vice-president Chatham & Phenix Na- 
tional Bank, New York City. 

Grifith, B. W., president First National Bank, Vicks- 
burg, Miss. 

Hall, J. W., San Francisco, Cal. 

Haynes, D. O., New York City. 

Hazen, C. A., editor, “The Financier,” New York City. 


Hendricks, G. M., treasurer Cranford Trust Company, 
Cranford, N. J. 

Hoggson, W. J., president Putnam Trust Company, 
Greenwich, Conn. 

Holzer, F. L., Salt Springs National Bank, Syracuse, 
N. Y. 


Ingram, W. P., Rockingham, N. C. 

Ingwersen, J. H., president Peoples Trust & Savings 
Bank, Clinton, Iowa. 

Kavanaugh, R. P., New York State Bank Examiner, 
New York City. 

Knauft, M. R., assistant cashier Merchants Nationa! 
Bank, St. Paul, Minn. 

Law, Wm. A., president Iirst National Bank, Phila- 
delphia.; President American Bankers Association. 

McHugh, John W., vice-president Mechanics and Metals 
National Baak, New York City. 

McNary, James G., vice-president First National Bank, 
El Paso, Tex. 

Marno, John W., National Union Bank, Boston, Mass. 

Matthews, J. P., vice-president Palmetto National 
Bank, Columbia, S. C. 

Nyberg, John, Lektor Fr. Schartaus Commercia! 
Academy, Stockholm, Sweden. 

O’Shea, Miss Mary, secretary to president Mercantile 
National Bank, Memphis, Tenn. 

A., president Patchogue Bank, Patchogue, 
aN. . 

Pugsley, Cornelius A., president Westchester County 
National Bank, Peekskill, N. Y. 

Rattray, James, Bank of Buffalo, Buffalo, N. Y. 

Kutnn, J. H., London, Eng. 

Skinner, A. J., president Commercial Trust Company, 
Springfield, Mass. 

Totton, krank M., Farmers Loan & Trust Company, 
New York City. 


SECRETARY McADOO EXPLAINS 


(FROM A WASHINGTON DISPATCH TO THE NEW YORK TIMES) 


Criticism of the failure of the Treasury Depart- 
ment to deposit government funds in l’ederal reserve 
banks brought from Secretary McAdoo’s office today 
a formal statement on the subject. The explanation of 
the failure was that the banks did not need government 
funds at this time. Following is the statement: 

“Secretary McAdoo today made clear his policy 
with regard to the deposit of government funds in 
Federal reserve banks as authorized by the Federal 
Reserve Act. The Secretary said that he would de- 
posit funds in Federal reserve banks whenever the 
necessity arises and it can be done with benefit to the 
public interest. He pointed out that public moneys 
had not yet been deposited merely because the banks 
do not need them now and have not yet found full 
use for their present resources, which appear to be 
more than adequate for the demand at this time, 

“Publication of criticism of the fact that the Sec- 
retary had not yet deposited any part of the general 
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fund of the treasury in Federal reserve banks wa3 
called to his attention by Paul W. Brown, editor of 
the St. Louis “Republic,” and E. T. Meredith, editor 
of “Successful Farming,” and a director of the Chi- 
cago Federal Reserve Bank. The Secretary today sent 
the following telegram to Mr, Brown and Mr. Mere- 
dith setting forth his policy: 

““Government funds have not yet been deposited 
in Federal reserve banks merely because these banks 
do not need them now, and have not yet found 
full use for their present resources, which appear to be 
more than adequate for present demand. I shall de- 
posit funds in Federal reserve banks whenever the 
necessity arises and it can be done with benefit to the 
public interest. Meantime the Treasurer has on deposit 
in national banks throughout the country more than 
$41,000,000. No Federal reserve bank has complained, 
and the publication to which you refer is undoubtedly 
for political purposes only. You may publish this if 
you desire.’” 
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THE 15,000th MEMBER 


To the Bank of Sweet, of Sweet, Idaho, on August 
11 fell the distinction of being the fifteen thousandth 
member of the American Bankers Association. The 
Bank of Sweet has a capital of $10,000, a surplus of 
$250, undivided profits of $800, and deposits of $45,000. 
Its president is Con Leehan; its vice-president is J. H. 
Connaughton, and A. D. Stanton is the cashier. 

The Bank of Sweet is not a large institution, but 
the position it occupies in its community and the serv- 
ices it renders are relatively the same as those of the 
greatest bank in New York. ‘The problems it encoun- 
ters are not less difficult, and the success it hopes for 
is as worthy an ambition. The Bank of Sweet is sub- 
ject to the same criminal attempts as any other bank, 
and from the American Bankers Association it will 
receive the same assistance in apprehending criminals 
and the same protection as is given any other member. 
The legal questions the Bank of Sweet will have to 
solve are proportionately the same as those of any 
other bank, and from the American Bankers Associa- 
tion it will receive the same legal counsel and advice. 
It will use the cipher code of the American Bankers 
Association; it will have the services of the Library and 
Reference Department; it will be a joint beneficiary of 
all the committee and Section work; it will receive the 
Journal-Bulletin every month and, in short, will be- 


come a component part of the organization of bankers 
whose membership it carried up to 15,000. The cost 
of this service to the Bank of Sweet will be $10 per 
year. 

With the American Bankers Association the Bank 
of Sweet will share congratulations on the attainment 
of its membership of 15,000. At the close of August 
a year ago the American Bankers Association had 
14,720 members. There is a feeling that the rate of 
gain must diminish now that the 15,000 mark has been 
passed. More than half the banks of the country are 
members of the Association. The banks that are no: 
members are, as a rule, small ones. But the advantages 
of membership to small banks are greater, perhaps, 
than to others. The large bank can do things for itself 
which the small banks can do only in co-operation. 
The small banks can get in touch with the trend of 
events only by joint effort. The great majority of the 
members of the American Bankers Association are 
small banks. For services they receive there is no 
substitute. Every bank should be a member. The 
Association has the desire and the capacity to serve 
them all. The Bank of Sweet has set an example. It 
marks at once the peak of membership and the median 
line of its potentiality. Hats off to the Bank of Sweet! 


MEMBERSHIP DUES, SIGN AND 


In the last issue of the Journal-Bulletin, on page 
120, an item appeared entitled “Drafts for Membership 
Dues,” and we again wish to bring this matter to the 
attention of our members. 

Drafts for membership dues for the present fiscal 
year have been forwarded to all members by the Treas- 
urer, Mr. J. W. Hoopes, through the City National 
Bank of Galveston, Texas. Under our Constitution 
and By-Laws dues are payable in advance, and we 
trust that these drafts will be promptly honored and 
thus avoid any unnecessary delay and correspondence 
which would otherwise ensue. Your compliance with 
this request will be very much appreciated. 

When dues have been paid a celluloid insert will 
be forwarded at once, which should be placed in the 


CONFIDENTIAL BOOKLET 


metal sign indicating membership. Members are 
urged to display the sign in a conspicuous place over 
their paying teller’s window. It is important that this 
be done, for it acts as a warning to the criminal class 
which might otherwise commit depredations upon 
them, and it is therefore a protection, for it is a known 
fact that such criminals respect our sign. If your 
sign has been misplaced the office of the Association 
should be notified promptly. 

Members are reminded of the small Confidential 
Booklet issued by the Protective Committee which is 
bound in a paper cover and measures 6% by 3% inches. 
It contains interesting and important information bear- 
ing on the operations of criminals as well as the rules 
of the Committee. A copy of this booklet is in the 
hands of all members. 
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GOVERNOR STRONG DEFENDS GOLD OPERATIONS 


In a letter addressed to the “Commercial & Finan- 
cial Chronicle,’ Governor Benjamin Strong, Jr., of the 
Federal Reserve Bank of New York, gives his views 
of those provisions of the Federal Reserve Avct in 
which he finds authorization for the issue of Federal 
reserve notes against gold deposits with the Federal 
reserve agents equal to the amount of notes issued. On 
July 30 the Federal Reserve Bank of New York had 
outstanding $47,720,000 in reserve notes, of which only 
200,000 was issued against commercial paper and the 
balance was secured by an equivalent amount of gold 
coin and certificates on deposit with the Federal re- 
serve agent. These notes represent gold and do not 
mark the extent of the rediscounting operations of the 
New York reserve bank against which notes have 
been issued to banks. The letter is as follows: 


The editorials in your issues of July 10 and 17 raise 
various objections to the operation of substituting gold 
as security for Federal reserve notes issued by the Fed- 
eral reserve agents, and I gather that the principal 
grounds of your criticism are: 

1. That the operation may be “ultra vires.” 

2. That it violates the plain intent of the act 
which you state “was to issue notes for the simple pur- 
pose of conducting rediscounting operations of the re- 
serve banks,” or, as you later express it, that “the course 
pursued is plainly a departure from the purpose of the 
statute,” although, as indicated in both editorials, the 
soundness of the plan now in practice is not necessarily 
questioned. 

3. That it will tend “to keep them (Federal re- 
serve notes) out indefinitely.” 


As to the question of “‘ultra vires,” the phrase “ultra 
vires” means “beyond the power of.” The question 
which is thus presented is, therefore, one of law as to 
whether or not there is to be found anywhere in the 
Federal Reserve Act, authority for the process under 
consideration. 

Section 16, of the Federal Reserve Act, provides 
that any Federal reserve bank may deposit with the Fed- 
eral reserve agent, gold, gold certificates, or lawful money 
of the United States, and thus reduce its liability for 
outstanding Federal reserve notes. Naturally, when the 
liability of a bank for outstanding Federal reserve notes 
is reduced by a deposit of gold, a similar amount of col- 
lateral security in the form of rediscounted notes or 
bills of exchange is released by the Federal reserve agent, 
who returns it to the bank, as it would be manifestly 
absurd for the Federal reserve agent to hold 100 per 
cent. of gold against outstanding Federal reserve notes 
plus 100 per cent. of commercial paper. 

Section 16 also provides that every application to 
the Federal reserve agent on behalf of the bank for the 
issue of Federal reserve notes shall be accompanied with 
a tender of collateral in amount equal to the reserve 
notes applied for and issued. There is nothing in the 
stutute which either expressly or by any implication pro- 
hibits the use of commercial paper which has once been 
hypothecated with the Federal reserve agent from being 
used over again when occasion requires. On the con- 
trary, Section 16 provides that any reserve bank may 
make application for such amount of Federal reserve 
notes “as it may require.” There is no indication as 
to the existence of any limitation in the nature or char- 
acter of such requirements. Had it been the intention 
of Congress to limit the using of Federal reserve notes 
to an amount not exceeding the amount of commercial 
paper rediscounted by the Federal reserve bank and on 
hand in its possession, it would have been very simple 
to have inserted a proviso to that effect. 

The provisions of Section 16 should be read in con- 
nection with the provisions of Section 14, which you 
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quote as follows: “Every Federal reserve bank shall 
have power to deal in gold coin and bullion at home or 
abroad, make loans thereon, exchange Federal reserve 
notes for gold, gold coin or gold certificates.” This sec- 
tion relates to the so-called open market operations 
initiated by the bank as distinguished from discount 
operations resulting from applications made by member 
banks which the Federal reserve bank does not initiate. 
Transactions under Section 14, therefore, are under- 
taken as a matter of voluntary policy when the manage- 
ment of the reserve banks deem it desirable for any 
reason to exercise the privileges there conferred. If a 
Federal reserve bank considered it prudent to accumu- 
late gold, it could do so only by three processes under 
Section 14; one by borrowing the gold and pledging its 
assets; another by selling assets for gold, and a third 
by exchanging Federal reserve notes for gold, the last 
of which is distinctly and unmistakably authorized by 
the act. In Section 14, nothing is said as to how these 
notes shall be obtained by the bank. Neither does it 
limit the operation of the exchange of notes for gold, 
only to those occasions when the reserve banks may 
happen to hold unpledged commercial paper available 
as collateral for notes in its portfolio. It is, in fact, a 
perfectly fair construction of the statute to hold that 
a Federal reserve bank may procure such notes “as it 
may require” by the process provided under Section 16 
in order that they may be used to- conduct transactions 
authorized by Section 14. Otherwise a prudent policy, 
adopted by the banks, and authorized by the statute, 
would be defeated by too narrow a construction of the 
statute as a whole. 


As to the second point, we do not think that the 
purpose of the statute intended any such limitation as 
you have suggested. Such a limitation would have had 
the effect of making the Federal Reserve Act simply 
an emergency currency measure, as it would have lim- 
ited the using of Federal reserve notes to the amounts 
required by the member banks in the shape of redis- 
counts. 


This theory of the law is incorrectly held by many 
people. They believe that Federal reserve notes should 
be used only as emergency currency and merely to as- 
sist the bankers in time of stress. The opposite and 
correct theory is that Federal reserve notes should be 
and become part of the general currency of the country. 
passing from hand to hand in the daily commerce of 
the people, and they will in time largely replace na- 
tional bank notes. This view has clearly been adopted 
by the Federal Reserve Board as indicated by their 
action in acquiescing in the operations above described, 
and has also been adopted by all the officers of the Fed- 
eral reserve banks. It has apparently met with no criti- 
cism on the part of the framers of the law. Incidentally, 
it may be observed that there is not included among the 
purposes of the act the purpose of creating an “emer- 
gency” currency, but there is included a purpose to “‘fur- 
nish an elastic currency,” and also to “afford means of 
rediscounting commercial paper.’ The emergency cur- 
rency passed out of existence with the Aldrich-Vreeland 
act a month ago—this act is in no sense an “emer- 
gency” act, but it is a “currency” act. There is no 
indication that the purpose and method of “furnishing 
elastic currency” was to be limited in any way by the 
purpose and method of “affording means of rediscount- 
ing commercial paper.” 


I believe that you have also failed to observe that 
the accumulation of gold by the reserve banks by the 
processes described affords greater elasticity to the cur- 
rency than any other means that can be employed under 
the terms of the act. It creates a wider margin of re- 
serve against note issues and consequently permits a 
greater antl safer expansion of note issues in time of 
emergency than would be possible if the gold holding 
of the reserve banks was limited to that contributed by 
way of capital and deposits of member banks. If the 
purposes of this legislation were to mobilize gold re- 
serves, furnish an elastic currency and afford discount 
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facilities for member banks, those purposes are being 
promoted by the operations which you criticize. 

As to the third criticism, that it will keep the notes 
in circulation, I hardly see what bearing this has on 
the discussion. The operation does not contribute in 
any way to a redundancy of currency. In fact, from a 
credit standpoint, it has rather the reverse effect. Fed- 
eral reserve notes do not count as cash reserves for the 
banks, whereas gold does and to the extent that Fed- 
eral reserve notes are substituted in circulation for gold, 
it has the effect of either reducing the surplus of cash 
reserve of the banks, or of substituting Federal reserve 
notes for gold now in pockets and tills. 

The first effect named is one of. contraction rather 
than of inflation, and is desirable at this time from every 
prudent banking standpoint. If the notes become re- 
dundant, they will come in for redemption, either by 
being deposited for credit by the member banks or by 
their return from other Federal reserve banks which 
are not permitted to reissue them. When returned by 
the member banks they will accumulate in the hands of 
the reserve bank of issue, and if the member banks with- 
draw in gold the balances so created, the notes can then 
be surrendered to the reserve agent, and the gold re- 
serve of the Federal reserve banks be thereby restored. 
If they come in from other Federal reserve banks (as 
they constantly do) the other reserve banks will imme- 
diately receive settlement for them, through the Gold 
Settlement Fund, und again the notes can be surrendered 
and reserves restored. It should be borne in mind that 
the accumulation of gold now taking place is a per- 
fectly natural process and is not being forced or encour- 
aged by any artificial means. As currency is required 
by member banks for use by their tellers or for shipment 
to their correspondents, they get it from the reserve 
banks against their balances. This, in itself, indicates 
that the demand is a perfectly legitimate one and 
hardly see how the claim can be justly advanced that 
the process will tend to keep the Federal reserve notes 
out in circulation too long, particularly when the re- 
demption process is more simple and prompt than that 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


SepTeMBer, 1915 


which applies to notes of national banks. The relations 
which are gradually developing between the reserve banks 
and member banks naturally lead to the member banks 
regarding the Federal reserve banks as the first source 
of supplies of currency as needed. As these calls are 
made, the Federal reserve banks must elect whether they 
shall ship reserve money out of their vaults, that is to 
say, gold, or whether they shall retain the gold under 
the plan now in operation and ship Federal reserve 
notes. To illustrate what gradually may be accom- 
plished, investigation recently disclosed that of the 
$1,070,000,000 of gold certificates now in circulation in 
the United States, $722,000,000 was held by national, 
state and Federal reserve banks, leaving $348,000,000 
of gold certificates in the pockets of the people of the 
United States. If for one-half, or even more of this 
gold, Federal reserve notes can be substituted, and the 
gold mobilized in the Federal reserve banks, the banking 
system of this country will, for the first time, rest upon 
a foundation of gold such as we have long desired. Last 
fall this country witnessed a rather humiliating exhibi- 
tion when it became necessary for the Federal Reserve 
Board and a committee of bankers to invite and even 
urge contribution of gold from over 800 national banks, 
in order that means might be available for the citizens 
of this country to pay maturing indebtedness to Europe, 
when exchange could not be purchased. No more graphic 
exhibition of the weakness of our banking situation, 
caused by our decentralized reserves, has been afforded. 
I do not think that the purpose exhibited by the man- 
agement of the Federal reserve banks should be ques- 
tioned, or, in fact, that it is questioned generally by 
bankers and students of this subject. In normal times 
the results now being accomplished would have been 
highly desirable; in these abnormal times there can be 
no doubt of the wisdom of the policy, so long as it is 
sanctioned by the statute, and I believe there is no 
question as to that. 
Respectfully, 
BenJ. Strona, Jr., 
Governor, Federal Reserve Bank of New York. 


SAVINGS BANKS AND THE WAR 


Consul Horace Lee Washington, writing from Liver- 
pool, England, says: “The results obtained through the 
operation of banks for savings are regarded as a fair 
indication of the progress of commercial communities. 
The Liverpool Savings Bank has a head office and five 
branch offices in the city. The annual report for 1914 
was not so favorable, in common with other savings 
banks throughout the country. The reason for this is, 
of course, the war, as illustrated by the fact that the 
total amount of deposits in the month of August was 
little more than one-half the amount in any of the pre- 
ceding months of the year. 


NEW CLEARING HOUSE MEMBERS 


The Clearing Hcuse Associations of Greenville, 
S. C.; Montgomery, Ala.; Hawkinsville, Ga.; Albany, 
Ore.; Hagerstown, Md.; Canton, Ohig; Boise, Idaho, 
have been enrolled as members of the Clearing House 
section 


“During the year ended November 20, 1914, 11,460 
new accounts were opened, 4,281 old accounts were re- 
opened, and 16,517 accounts were closed. The number 
of deposits was 310,724, and of repayments 194,832, 
making a total vf 505,556 transactions. 

“At the close of the year the total of $16,531,908 
was held on account of 143,514 depositors, as compared 
with $17,018,529 on account of 144,200 depositors in 
1918. 

“The total amount depcsited was $4,107,257, as com- 
pared with $4,525,640 in 1913. The repayments during 
the year amounted to $4,994,337, as against $4,810,812 
in the previous year.” 


JOURNAL FOR AUGUST, 1908 


The August, 1908, issue of our monthly publication 
is out of print. Members having a copy of this issue 
which they do not care to preserve should send same 
to us. This action will be much appreciated by us and 
25 cents per copy will be paid for those sent in. 
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EXTRACT FROM AN ADDRESS BY H. J. DREHER, OF MILWAUKEE, BEFORE THE WASH. 
INGTON BANKERS ASSOCIATION IN SEATTLE 


There is a tendency, which has been given various 
and wide publicity, to emphasize as one of the cardinal 
principles of our financial system the fact that cheap 
money is the philosophy which underlies and forms 
the very keystone of this system. 


Now, cheap money is not an unalloyed blessing. A 
thorough and sound understanding must be held by 
the bankers of this country of the true relationship 
existing betweeen gold, notes and interest rates. A 
belief is very prevalent, and even held by bankers, that 
the amount of notes in circulation determines the de- 
gree of prosperity enjoyed by a nation. It has been 
said that faulty currency legislation alone makes in- 
terest rates high. Let it ever be remembered that 
notes become scarce when gold is being exported, anc 
that a scarcity of notes, ipso facto, prevents gold ex- 
portation. Notes in this country are convertible into 
gold, and when you make notes plentiful you remove 
the impediment to the exportation of gold. So long 
as we have a convertible currency the facilities to 
trade in no way depend upon the issuing of notes. 

The people most insistent for an extensive issue 
of notes are usually those whose credit is such that 


they cannot procure by ordinary methods the funds 


needed for development purposes. Their doctrine is 
that if more notes are issued they will receive their 
share of them, which, prima facia, would be of great 
benefit. Assuming they are relieved in degree by this 
process of note issue, what is the effect on the general 
community? It is obvious that by an excessive issue 
of notes the aggregate currency of the country would 
be depreciated and a large part of the community de- 
frauded, or else a corresponding amount of gold would 
be expelled, the result of which could only be to in- 
jure a part of the people in the same ratio that the 
other part had been benefited. 

But, it is advanced in answer, contemplate the 
harm which ensues by reason of panics caused by a 
limited supply of notes. You may legislate as you 
will, but you cannot legislate for panics. They occur 
under a rigid system of currency, they will also occur 
under an elastic system. And they may be more de- 
structive under the latter, for under a rigid system 
of currency definite limits are set beyond which the 
world of trade cannot go. When this fact is forgotten, 
which is usually at the end, catastrophe results. Under 
the elastic system, wherein a practically unlimited mul- 
tiplication of notes is possible, unlimited engagements 
are undertaken because of a belief in unlimited re- 
sources, and the end demonstrates a very definite com- 
putation of limited resources. One fact, and one only, 
is true under an elastic system, and American experi- 
ence conclusively demonstrates its truth, and that is 


that panics are allayed by law only when men are re 
lieved of the belief that they cannot have notes when 
they want them. Under the elastic system, be it ever 
remembered, that a panic would not arise until the last 
note had been issued which could safely be issued, and 
such panic would, of necessity, inevitably end in actual 
and widespread disaster. 


If notes cannot be procured gold can be. I[f gold 
cannot be procured a country is on dangerous ground. 
If commerce must stop, if note issue ceases, then gold 
cannot be procured, which is the strongest of reasons 
for not issuing notes convertible into gold. Only when 
notes are issued in limited amounts to supply a de- 
crease in circulation caused by a breakdown of credit, 
and then only for internal purposes, is the element of 
danger at all minimized. 


If cheap money were alone the great accelerator 
of prosperity and sound conditions of business, why 
are we now talking of returning prosperity and be- 
moaning the stealth with which it seems to 
upon us? 


move 


With a great abundance of credit, with advantages 
in trade, and new fields for its development that we 
have never before possessed, and above all with cheap 
money begging for use, we behold a period of indus- 
trial inertia and business depression. Why is every- 
one not rushing to secure cheap money which bankers 
everywhere are seeking to loan? Why are receiver- 
ships still occurring, why are prices of high grade 
stocks and bonds still so low? Why are railroad sys- 
tems finding it difficult to procure money to place their 
credit on a permanent and sound basis? Why is rail- 
road development, indubitably needed, still being de- 
layed? Why is the buying of great merchandising 
establishments so limited in amount? Amd, concur- 
rently, our store of gold gradually increasing and the 
expedient of issuing Federal reserve notes to husband 
gold resources has been utilized. What a paradox! 


There is but one answer. Capital is on strike. 
We are in a period when capital refuses to be em- 
ployed. Large sums of capital are securely resting at 
three per cent. or less in the deposit accounts of strong 
banks. The dishonesty of promoters and some finan- 
ciers is not forgotten. The exploitation of dreamers 
who would create wealth out of desert land at six per 
cent. is still fresh in mind. The decrees which have 
prevented the payment of interest on foreign securities 
have not accelerated further investment. Governmental! 
attack on its own creatures has rendered the employ- 
ment of capital dangerous. In a word, we have cheap 
money, because the confidence of the public has beet 
shattered. 
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MISSOURI'S CAMPAIGN FOR BETTER FARMING 


State-wide organization of farmers into local com- 
munity clubs for the purpose of giving practical demon- 
strations of the real worth of improved scientific 
methods of agriculture, is the plan of action laid out 
by the committee on agriculture and good roads of the 
Missouri Bankers Association for the ensuing year. 
At a meeting held in Kansas City for the purpose of 
discussing methods for the general advancement of 
agriculture it was decided that the time for theorizing 
in methods of procedure had gone by and that prac- 
tical work was the real need. Accordingly, arrange- 
ments were made for co-operating with the extension 
department of the College of Agriculture at Columbia 
and a plan formulated which is summarized as follows: 


The committee on agriculture will appoint one 
banker in each county who is to act as chairman of a 
county agricultural committee. He will select his com- 
mittee from other bankers of the county who may best 
represent all sections and who are actively interested 
and willing to give some time and thought to the advance- 
ment of the farming interests in their respective locali- 
ties. These county committees will act in close co-opera- 
tion with the College of Agriculture under plans ap- 
proved by the committee on agriculture of the associa- 
tion. In the organization of a county the steps involved 
will be, chiefly, the following: 

1. A conference between the county committee and 
an authorized representative of the College of Agricul- 
ture to decide upon a detailed plan of procedure in the 
county concerned, mainly from the standpoint of the 
problem or problems about which the organization scheme 
may logically center. 

2. A conference of the members of the county com- 
mittee to decide upon: 

(a) The communities where organization of the 

farmers is feasible. 

(b) The farmer who may be expected to actively 
head the local organization. 

(c) A group of from six to twelve men who may 
be expected to actively assist the leader in 
pushing the work locally. 

3. The organization campaign which may be con- 

ducted as follows: 


In each community designated by the county 
committee a meeting of the farmers and 
their families will be called. A representa- 
tive of the College of Agriculture will be 
present to discuss some active phase of 
farming of peculiar interest to the com- 
munity. If possible, a home economics 
demonstrator may also assist in the pro- 
gramme as well as available local talent. 


The idea of a community club will be pre- 
sented by some influential man chosen by 
the bankers’ committee. He will be fol- 
fowed by some representative of the college 
in support of the organization idea, who 
will tell what advantages the organized 
community may expect to derive from the 
college as opposed to the unorganized com- 
munity. 

simple constitution will be adopted and 

permanent officers elected. 

The representative of the college will then 
map out the first two months’ work, leaving 
an active, fully organized, working club in 
each community visited. 

4. Organization will not be attempted in counties 
where there are less than three communities in which 
the work may be put on with certain assurances of 
active local support. 

The College of Agriculture will furnish material or 
demonstrations for monthly meetings of each club. So 
far as possible the college will also direct practical 
demonstrations on the farms of one or more members 
in order to establish a permanent community interest. 
The local committeeman in each community will keep 
in close touch with the work, attend occasional meet- 
ings, insert little write-ups of club activity in local 
papers, and, by conversation with members and in other 
ways, do all in his power to keep the club alive. Union 
meetings of clubs may be arranged for and, later on, 
premiums may be offered for exhibits and a ‘trophy for 
the club doing the best work during the year. 


(a) 


(b) 


A 


The committee has also sent out a questionaire to 
members of the associations with a view to ascertain- 
ing the sentiment of bankers as well as farmers toward 
the campaign for agricultural improvement. 


© © 


NO BILLS OF EXCHANGE AVAILABLE IN HONDURAS 


Since the beginning of war in Europe, Honduras 
has experienced no difficulty in securing bills of exchange 
with which to pay for imports, until the present time, 
says Consul Ezra M. Lawton, Tegucigalpa. The neigh- 
boring countries have been complaining of such condi- 
tions, but until to-day it has always been possible to 
secure bank drafts on the United States with which to 
remit for goods ordered. On account of the large decline 
in the banana trade of the north coast, bank reserves in 
the United States have now been practically exhausted, 
and Hondurans who wish to place orders for goods in 
the United States are unable to send cash with order. 

The Banco Atlantida, with head office,in Ceiba and 
branches in Puerto Cortes, San Pedro Sula and Teguci- 
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galpa, has been selling exchange longer than other banks, 
and now has over 900,000 silver pesos in its safes (be- 
sides paper money), which is approximately three- 
fourths of the active silver circulation. (According to 
the United States Treasury circular dated April 1, 1912, 
the Honduran silver peso is equivalent to $0.363.) The 
imports at present consist largely of corn and other food- 
stuffs, as for some time a condition almost of famine 
has existed in certain sections of Honduras, due to 
crop failure and grasshopper plague. Unless some ar- 
rangement can be made to guarantee orders from abroad 
with silver deposits in the local banks, severe hardships 
will be experienced at Tegucigalpa. Exchange rates 
have been 2.75 per cent. to 2.90 per cent. for some time, 
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THE ROBERT MORRIS CLUB FOR BANKERS 


The National Association of Credit Men announces 
that in order to arouse interest on the part of banks 
in credit work, particularly commercial credits, an 
organization has been effected under the name of “The 
Robert Morris Club,” membership in which is open 
to bank members of the Credit Association. At a con- 
ference of representatives of credit departments of 
banks at Salt Lake City, the club was organized with 
J. K. Calhoun, Corn Exchange National Bank, Chi- 


cago, as president; A. F. Maxwell, National Bank of 
Commerce, New York, as vice-president, and Alex- 
ander Wall, First National Bank, Milwaukee, secre- 
tary-treasurer. The purpose is to bring together credi; 
managers and their assistants in banking institutions 
for a more definite study of credit problems and the 
development of sincere relations between their depart- 
ments and those of mercantile institutions for their 
mutual benefit. 


® 


NEED OF AMERICAN BANKS IN CHINA 


In a recent issue of the Peking “Gazette,” writes 
Commercial Attaché Julean H. Arnold, Peking, there 
appeared an article, first printed in the “Daily Tele- 
graph,” on China’s future and British interests, in 
which is set forth the necessity of banks and hanking 
co-operation in China as the most effective means of 
advancing British interests. The conclusions are 
equally applicable to the United States. 

Until we have in China a solid, well-capitalized 
American bank there is little hope for a substantial in- 
crease in American trade in this country. There are 
industrial plants to be installed, China offering the 
best field in the world for cotton manufacturing. 
There are tens of thousands of miles of railroads to 
be built, there are tramways, telephones, electric plants, 
glass manufacturing establishments, oil mills, flour 
mills, etc., to be erected; there are rich mineral de- 
posits to be mined and marketed and native products 
to be exported. But these all require the assistance 
of foreign financing in order that they may be profit- 
ably handled. There is not the necessary ready money 
in China for these undertakings. The various foreign 
banking interests in China have been financing just 


such works as these mentioned, and the trade of the 
countries who offered the financial assistance prospered 
proportionately. 

Owing to the present disturbed conditions in in- 
ternational affairs an opportunity now presents itself 
in a very attractive way for the entrance of American 
banks in China, but the work must be engineered by 
men on the spot, men familiar with conditions in that 
country. Such men it is possible to obtain, and it re- 
mains for American banking interests to give this field 
their intelligent attention. Never in the history of 
China have the people of this country been more 
friendly disposed toward America and things Amer- 
ican than at present; hence, now is the time for Amer- 
ican manufacturers working through American banks 
to come into this field and establish themselves in such 
a manner that, like certain large American companies 
that have their own organizations strongly entrenched 
in this country, they may profit by the opportunities — 
that this market has to offer to well-capitalized con- 
cerns willing to give to China the intelligent considera- 
tion that marks the business of such companies at 
home. 
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CASH RESOURCES OF THE BANK OF SPAIN 


The statement of the Banco de Espafia (Bank of 
Spain), recently published, shows that there is on hand 
gold coin of foreign countries to the amount of 240,- 
884,120 pesetas, equivalent to $46,490,635 United States 
currency; gold coin of Spain, 329,147,062 pesetas, or 
$63,525,556, and bar gold to the value of 40,571,060 
pesetas, or $7,830,214; a total of 610,603,142 pesetas, 
equivalent to $117,846,405 United States gold, writes 
Consul Robertson Honey, Madrid. In Spanish silver 


there is 366,300,000 pesetas, or $70,695,900, making the 
total cash on hand 976,903,142 pesetas, or $188,542,305. 
The bank values the American gold at 5.18 pesetas per 
dollar, the British sovereign at 25.20 pesetas, and the 
German mark at 1.23 pesetas. Of the gold holdings, 
as above, the bank has French francs to the number 
of 158,900,000, British sovereigns 2,788,000, and 840,000 
American dollars. The gold peseta and the francs are 


at par. 
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RESERVE BANKS PROFIT ON OPERATIONS 


According to the “Federal Reserve Bulletin,” the 
operations of the Federal reserve banks are showing 
a profit. The “Bulletin” says: 

The earnings of the system from November 16, 
1914, when the banks were opened, to June 30, 1915, 
were $918,588.59, about $25,000 over current expenses. 
During that period expenditures of about $1,777,000 
were incurred, but of this sum $278,922 was for organ- 
ization expenses, $202,136 for equipment and $302,159 
was the cost of preparing Federal reserve notes. 
These expenditures should be distributed over a period 
of perhaps several years of operation. Current ex- 
penses during the seven and one-half months were 
$894,117. The first order placed for Federal reserve 
notes was for $250,000,000. After consultation with 
the operating officers of the Federal reserve banks a 
second order for a similar amount was given, making 
the total of such notes prepared $500,000,000. 


The earnings of the system during the month of 
June were $163,747.07, or more than one-third greater 
than the average monthly earnings for the seven and 
one-half months since November 16, 1914. Current ex- 
penses for June were, however, only $122,473.92, which 
is less than three per cent. in excess of the average 
monthly current expenses of the banks to June 30. 
These figures furnish a basis of comparison between 
conditions at this time and the average for the entire 


period covered by the statements of expenses and 
earnings. 


The statement, a complete detailed analysis of 
which follows, shows average earnings for what may 
be roughly termed the first one-half year of the opera- 
tion of the system of 4.3 per cent. on capital, against 
an average percentage of current expenses to capital 
of 4.2 per cent. The Federal Reserve Bank of Rich- 
mond reports 7.5 per cent. of net earnings, by which 
is meant total earnings less current expenses, and the 
Federal Reserve Bank of Atlanta earnings of 6.1 per 
cent. The net earnings of the Federal Reserve Bank 
of Dallas for the same period are 2.4 per cent. 
Gradual growth in the financial strength of the banks 
is seen in the fact that for June earnings in excess 
of current expenses were shown by the Federal Reserve 
Banks of Boston and San Francisco, besides the three 
southern banks and the New York and Chicago banks. 
which show excess of earnings over current expenses 
for the entire period under consideration. 

The total earnings of the Federal reserve banks 
from November 16, 1914, the day the banks were 
opened for business, to June 30, 1915, amounted to 


$918,588.59. Of this total about fifty-nine per cent. was 
from notes discounted, over twenty-four per cent. 
from municipal warrants, a little over ten per cent. 
from acceptances, about six per cent. from United 
States bonds and less than one per cent. from miscel- 
laneous, mainly exchange, operations. 

Over thirty-seven per cent. of the total earnings 
are credited to the three southern banks, the earnings 
of the Richmond bank being exceeded only by those 
of the New York bank, whose paid-in capital is, how- 
ever, almost twenty-five per cent. in excess of the com- 
bined paid-in capital of the three southern banks. In 
all four banks, viz., New York, Richmond, Chicago and 
Atlanta, each report over $100,000 of total earnings 
for the seven and one-half months under discussion. 
These four banks, as well as Dallas, show an excess 
of earnings over current expenses. 

While nearly sixty per cent. of the total earnings 
of all the banks is derived from rediscounts of com- 
mercial paper, this percentage is very close to 100 in 
the case of the three southern banks, and much less 
for the eastern banks, whose principal earnings are 
from funds invested in municipal warrants. This is 
particularly true of the New York bank, whose earn- 
ings from investments in the latter class of paper con- 
stituted over sixty per cent. of its total earnings. The 
Boston and Philadelphia banks report about fifty per 
cent. and Cleveland over forty-two per cent. of all 
earnings from this class of business. The western 
banks, including San Francisco, show, without excep- 
tion, larger earnings from investments in United States 
bonds than from investments in municipal paper, which 
is issued mainly by eastern cities. Thus, the Chicago 
bank reports 25.6 per cent. of its total earnings under 
the head of United States bonds, as against 25.5 per 
cent. under the head of “warrants”; St. Louis over 
sixteen per cent. from investments in United States 
bonds, as against less than five per cent. from war- 
rants. Minneapolis shows relatively larger earnings 
from warrants, having purchased late in December of 
last year a relatively large amount of short term notes 
of the state of Minnesota. As a rule, the western 
banks purchase these warrants through the eastern 
banks. Cleveland is the only eastern bank to report 
any earnings under the head of United States bonds. 
Of the $92,000 earned from acceptances the share of 
the eastern banks is over seventy-three per cent. Of 
the western banks Chicago and San Francisco only 
report substantial earnings from this class of business, 
a large portion of which comes to them through the 
Federal Reserve Bank of New York. 


AE 


A comprehensive study of the Income Tax Law, 
both with respect to defects of structure and injustice 
and inequality of application of particular provisions, 
has been made by a Committee of the National Tax 
Association and its conclusions embodied in a report 
submitted to the annual conference of that association 
at San Francisco on August 12. The committee is 
composed of experts of national prominence and their 
recommendations should have great weight with Con- 
gress. 

The committee announces that it has been guided 
in its deliberations by the hope of aiding in a con- 
structive reform of the Income Tax Law because of 
general dissatisfaction with its complexity and strong 
objection to several of its provisions which are con- 
trary to the principles of just taxation, work unneces- 
sary hardship and result in unfair discrimination be- 
tween various classes of taxpayers. 

In addition to specific recommendations, the com- 
mittee calls particular attention to the need of correct- 
ing many verbal infelicities of the present law. Be- 
cause of ambiguous and obscure passages, the con- 
struction of the act by rulings of the Treasury De- 
partment has operated in certain instances to the detri- 
ment of taxpayers. A: notable instance is the ruling 
with regard to the deduction of losses incurred in 
trade. The committee says: “The language of the 
law is in need of great improvement. The lack of 
system in the arrangement of subsections and para- 
graphs, the long and involved sentences and the fre- 
quent introduction of provisos make the act most dif- 
ficult to understand. Your committee desires to ex- 
press its earnest hope that especial attention will be 
paid to this point. The recasting of the language of 
the law should be undertaken by experts qualified to 
deal with so intricate and complex a task. No con- 
gressional committee working under pressure of other 
matters, and with the limited time at its disposal, can 
be expected to draft and to work out satisfactorily the 
minute details of arrangement of an act such as this. 
And it would be of little avail for your committee to 
undertake the task. Our first and most important gen- 
eral recommendation therefore is in favor of a com- 
plete restatement and clarification of the law.” 

The committee continues by making seventeen 
specific recommendations as to points in which not only 
the language but the subject matter of the act itself 
is in its opinion in need of alteration. These recom- 
mendations are: 

1. That part of the act which requires the collec- 
tion of the tax at the source should be modified, 
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2. A system of information at the source should 
be introduced. 

3. Partnerships should be required to file sub- 
stantially the same kind of returns as corporations are 
required to file and to pay the normal tax as corpora- 
tions do. 

4. Individuals should be permitted to deduct all 
losses, including a reasonable allowance for deprecia- 
tion incurred in the business, trade or profession in 
which they are engaged, and including also losses of 
property used for investment or speculative purposes 
where the gain, if any, would be subject to tax. 

6. Expenses incurred by individuals in making in- 
vestments and managing property, with respect to which 
the income is taxed, should be permitted as are ex- 
penses of carrying on business. 

6. Allowances for the depreciation of property 
and for the depletion of natural resources should be 
on a basis which will permit the return of the capital 
invested therein, free from tax, as nearly as possible 
coincident with the obsolescence of the property or the 
exhaustion of the resources. 

7. Individuals should be permitted to deduct taxes 
paid within the year in foreign countries upon the prop- 
erty or business from which the taxable income was 
derived. 

8. The specific exemption should be lowered and 
the language of paragraph “C” should be clarified. 

9. Individuals having a gross income equal to, or 
exceeding, the minimum exemption should be required 
to make returns. 

10. Taxpayers keeping books of account in ac- 
cordance with statutory requirements or well recognized 
methods should be permitted to make their returns 
based thereon. 

11. Every corporation should be permitted to de- 
duct all amounts received by it within the year as divi- 
dends upon the stock of other corporations, joint-stock 
companies or associations, subject to the income tax. 

12. The parent and its subsidiary corporations 
should be recognized as a single entity for purposes 
of the return in cases where they constitute a single 
operating system or where in determining net income 
for their own purposes no recognition in accounting is 
made of the subsidiary companies as distinct operating 
units, and in all cases where all the stock of the sub- 
sidiary company is owned by the parent company, a 
consolidation of figures should be allowed in appropriate 
cases subject to, the approval of the department. 

13, Taxpayers should be permitted, with the ap- 
proval of the Commissioner of Internal Revenue, to 
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adopt the practice of determining and reporting gains 
or losses by annual inventory of values. 

14. Application for refund of income taxes with 
consequent right of appeal from the decision of the de- 
partment should be allowed not only as at present with- 
in two years from date of payment of the tax but also, 
as a matter of course, at any time, without limit, as an 
offset where additional tax for any year is claimed by 
the Government. 

15. The permission now granted to officials of 
states levying an income tax to inspect the returns of 
corporations should be extended to the returns of indi- 
viduals. 

16. The act should define some, at least, of the 
special terms therein contained. 

17. Provision should be made for a more elaborate 
publication and analysis of income tax statistics. 


INTERPRET ATION 


The following from the Federal Reserve Bulletin 
for August will be of interest to our members gen- 
erally: 

The counsel of the Federal Reserve Board has 
prepared the following opinion in answer to a number 
of letters received by the board and referred to him 
for consideration which involve an interpretation of 
Section 8 of the act approved October 15, 1914, and 
generally described as the Clayton Act. 

While the provisions of Section 8 do not, under the 
terms of the act, become operative until two years from 
the date of its passage—that is to say, until October 
15, 1916—it appears to be necessary for the banks to 
obtain rulings on certain questions in order to arrange 
for the personnel of their boards of directors after this 
time. 

The two questions which are the subject of most 
of the letters referred to are as follows: 

(1) If a director of a national bank having de- 
posits, capital, surplus and undivided profits aggregating 
more than $5,000,000 is elected at the annual meeting 
in January, 1916, may he, without violating Section $ 
of the act referred to, continue to serve until January, 
1917, and at the same time serve as a director of another 
national bank? 

(2) Can a director of a state bank or trust com- 
pany having deposits, capital, surplus and undivided 
profits aggregating more than $5,000,000 serve after 
October 15, 1916, as a director of another state bank 
or trust company which is a member of a Federal re- 
serve bank? 

Both of these questions involve a consideration of 
that part of Section 8 of the act referred to which 
reads as follows: 


* See inions on interpretation of Section 8 of Clay: 
ton Act by M. C. Elliott, counsel Federal Reserve Board, Jourtial 
A. B. A., January, 1916, Vol. 7, p. 488, and by F. A. Reeve, Act 
ing Solicitor of Treasury, Vol. 7, p, 482. 
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The committee in its report discusses at length 
these proposed amendments, giving reasons for the 
recommendations made, and finally submits general con- 
siderations that should be borne in mind when any 
comprehensive alterations of the law are undertaken. 

The Committee on Federal Legislation of the 
American Bankers Association has in charge the move- 
ment on behalf of this Association to procure amend- 
ment of the Income Tax Law with respect to the col- 
lection at source feature and in several other particu- 
lars in which the law operates harshly and unjustly 
upon banks and the National Tax Association, whose 
committee has gone irto this subject so thoroughly and 
comprehensively, will prove a valuable ally in bringing 
to the consideration of Congress the necessity of 
amendment of the law in the ways proposed. 


OF CLAYTON ACT* 


“That from and after two years from the date of 
the approval of this act no person shall at the same 
time be a director or other officer or employe of more 
than one bank, banking association or trust company, 
organized or operating under the laws of the United 
States, either of which has deposits, capital, surplus 
and undivided profits aggregating more than $5,000,000 ; 
and no private banker or person who is a director in 
any bank or trust company, organized and operating 
under the laws of a state, having deposits, capital, sur- 
plus and undivided profits aggregating more than 
$5,000,000 shall be eligible to be a director in any bank 
or banking association organized or operating under 
the laws of the United States. The eligibility of a 
director, officer or employe under the foregoing pro- 
visions shall be determined by the average amount of 
deposits, capital, surplus and undivided profits as shown 
in the official statements of such bank, banking asso- 
ciation or trust company filed as provided by law dur- 
ing the fiscal year next preceding the date set for the 
annual election of directors, and when a director, of- 
ficer or employe has been elected or selected in accord- 
ance with the provisions of this act it shall be lawful 
for him to continue as such for one year thereafter 
under said election or employment.” 

This act became a law on October 15, 1914. As 
above shown, it provides in terms that after two years 
from that date (that is to say, October 15, 1916) “no 
person shall at the same time be a director * * * 
of more than one bank * * * organized or operat- 
ing under the laws of the United States, either of 
which has deposits, capital, surplus and undivided 
profits aggregating more than $5,000,000.” This lan- 
guage is free from ambiguity and makes it entirely 
clear that after October 15, 1916, a person who is a 
director of a bank with aggregate resources of more 
than $5,000,000, organized or operating under the laws 
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of the United States or under the laws of any State, 
shall be ineligible to serve as a director of any other 
bank organized under the laws of the United States. 

In determining whether a bank has aggregate re- 
sources of more than $5,000,000, the act provides that 
the aggregate amount of deposits, capital, surplus and 
undivided profits of such bank, as shown in the official 
statement filed during the fiscal year next preceding 
the date set for the annual election of officers,: shall 
be taken as a basis, and then provides that— 


“When a director has been elected in accordance 
with the provisions of this act it shall be lawful for 
him to continue as such for one year thereafter under 
said election or employment.” 

The obvious purpose of this provision is to permit 
a director to serve out his term if the bank has aggre- 
gate resources of less than $5,000,000 at the time of 
his election but subsequently the resources are in- 
creased to an amount in excess of $5,000,000. 

It has been suggested that by reason of this pro- 
vision directors elected in January, 1916, may continue 
to serve until January, 1917, although they would be 
ineligible if elected after October 15, 1916. It will be 
observed, however, that the language quoted is a part 
of the same sentence which fixes the time for calculat- 
ing the aggregate resources of the bank in order to 
determine the eligibility of such director, and follow- 
ing the ordinary rules of interpretation of statutes it 
is necessary to consider the context in order to de- 
termine when a director has been elected in accordance 
with the provisions of the act. 

Considering this sentence as a whole it seems clear 
that if a bank has aggregate resources of more than 
$5,000,000 on January 1, 1916, the stockholders are 
charged with notice that after October 15, 1916, a di- 
rector of such bank will be ineligible to serve on the 
board of any other bank organized or operating undez 
the laws of the United States. 

While Congress manifestly intended to give banks 
two years from the date of the passage of the act to 
adjust the personnel of their boards of directors in 
order to conform to the requirements of the act re- 
ferred to, it is equally manifest that it did not intend 
to allow more than two years for this purpose and the 
first question should, in the opinion of this office, be 
answered in the negative. 

The determination of the second question depends 
upon the construction to be placed upon the language 
“organized or operating under the laws of the Unitec 
States.” 

As above shown, a person who is a director of a 
national bank, state bank or trust company having 
aggregate resources of more than $5,000,000 is ineli- 
gible to serve on the board of directors of another bank 
organized or operating under the laws of the United 
States. CY 

State banks and trust companies are organized 
under the laws of the state in which they are incor- 
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porated and exercise those corporate powers which 
are granted them by the laws of the state, or which 
are incidental to the powers thus granted. In a cer- 
tain sense, therefore, they may be said to be both 
organized and operating under the laws of the state. 
On the other hand, when such banks become members 
of the Federal reserve system they subject themselves 
to certain Federal laws. For example, they must main- 
tain reserve required by the Federal reserve act; they 
are subject to examination and supervision by Federal 
authorities, and must conform to certain laws relating 
to investment of their funds. Accordingly, they may 
be said to be operating under both state and Federal 
law. 


Congress has specified certain requirements to 
which state banks and trust companies must conform 
as a condition of membership in the Federal reserve 
system. It is, therefore, necessary to determine 
whether it was the intention of Congress, by Section 
8 of the Clayton Act, to provide as a further condi- 
tion of membership in the Federal reserve system, that 
the directorates of such banks shall not include any 
person who is a director of another bank having aggre- 
gate resources of more than $5,000,000. 


From an examination of the original bil) intro- 
duced by Mr. Clayton on April 14, 1914, it appears that 
the section above quoted originally read as follows: 

“That from and after two years from the date of 
the approval of this act no person shall at the same 
time be a director * * * of more than one bank 
* * * organized and operating under the laws of 
the United States, either of which has deposits, capi- 
tal, surplus and undivided profits aggregating $2,500,- 
000.” 

In the amended bill of May 6, 1914, the language 
“organized and operating under the laws of the United 
States” was changed to read “organized or operating 
under the laws of the United States,” and this lan- 
guage was retained by the Senate, by the conferees 
and in the act as it became a law. The use of the 
word “or” in place of the word “and” is, therefore, 
significant, and in order to give it a reasonable mean- 
ing it is necessary to conclude that Congress intended 
this provision to apply to state banks and trust com- 
panies which, though organized under state law, operate 
under the laws of the United States when they be- 
come members of the Federal reserve system, as well 
as to national banks which are organized and operate 
under the laws of the United States. 

In the opinion of this office, therefore, a person 
who is a director or other officer of a bank having 
aggregate resources of more than $5,000,000 will be 
ineligible to serve on the board of directors of a state 
bank or trust company which is a member of the Fed- 
eral reserve system after October 15, 1916. 


Both questions should, accordingly, be answered 


in the negative. 
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OPINIONS OF THE GENERAL COUNSEL 


ATTORNEY’S FEE CLAUSES IN NEBRASKA 


Provisions for attorney’s fee contained in notes or 
mortgages invalid and unenforceable but such 
stipulations do not affect negotiability of note 
—History of law of Nebraska on subject. 


Irom Nebraska.—Is the provision in real estate 
mortgages in Nebraska, providing that in the event of 
foreclosure the defendant shall pay a reasonable attorney 
fee, to be determined by the court and taxed as costs in 
the case valid and enforceable? 


Under the present law of Nebraska.a provision in 
a mortgage that in the event of foreclosure the de- 
fendant shall pay a reasonable attorney’s fee, to be 
cetermined by the court and taxed as costs in the case, 
is invalid and not enforceable. The judicial and statu- 
tory policy of the state has been changed, for at first 
the validity of such provisions was upheld by the 
courts and when contained in promissory notes they 
did not affect negotiability, and furthermore, a statute 
was passed in 1873 for the enforcement of such pro- 
visions when contained in notes and mortgages, not 
exceeding ten per cent. of the recovery. But this act 
was repealed in 1879, after which the courts held such 
provisions were invalid, and, lastly, the Negotiable 
Instruments Act passed in 1905, while providing for the 
negotiability of notes which contain attorney fee 
clauses, has an express proviso that nothing in the act 
shall be construed to authorize any court to include in 
a judgment any sum for attorney’s fees not allowable 
in other cases. It may be of interest to present a 
summary of the law of Nebraska on the subject. 

Statute of 1873 for enforcement of attorney's fee: 

The Nebraska act of February 18, 1873 (since re- 
pealed by act of February 24, 1879, Laws 1879, p. 78), 
providing for attorney’s fees, was as follows: “That 
in all actions for the foreclosure of a mortgage or upon 
a written instrument for the payment of money only, 
there shall be allowed to the plaintiff, upon the recovery 
of judgment by him, a sum to be fixed by the court in 
addition to the judgment, not exceeding ten per cent. 
of the recovery, as an attorney’s fee, in all cases 
wherein the mortgage or other written instrument upon 
which the action is brought shall in express terms 
provide for the allowance of an attorney’s fee.” 

In a number of cases the Nebraska courts have 
decided that the attorney’s fees allowed by the act 
were in the nature of costs and to be taxed as such and 
kept separate from the judgment. (Rich v. Stretch, 
4 Neb. 186; Hendrix v. Rieman, 6 Neb. 516; Heard v. 
Bank, 8 Neb. 10; Dow v. Updike, 11 Neb. 95; Moore 
v. Gregory, 13 Neb. 563; Aultman & Co. v. Stout, 15 
Neb. 586; Hand v. Phillips, 18 Neb. 593.) See also 
Chambers v. Chambers, 75 Neb. 850. 

Early rule that validity or negotiability of note 
unaffected: 
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In respect to clauses in promissory notes providing 
for a reasonable attorney’s fee in cases of default at 
maturity it was held in Nebraska as early as Rich v. 
Stretch, 4 Neb. 186, that such clauses did not destroy 
the negotiability or validity of the note. In that case 
the court said: “In cases like this the court is author- 
ized in its discretion to allow such fee (attorneys’ fees) 
not exceeding ten per cent. on the amount of recovery; 
but if such an allowance is made the record should 
show the fact, and it should be kept entirely distinct 
from the judgment proper. It is considered in the 
nature of costs, and should be treated as such.” This 
case was followed in Hendrix v. Rieman, 6 Id. 516; 
Heard v. Dubuque County Bank, 8 Id. 10, and Ault- 
man & Co. v. Stout, 15 Id. 586. Likewise, in Stark v. 
Olsen, 44 Neb. 646, it was held that a note, otherwise 
in form negotiable, will not be regarded as non-negoti- 
able by reason of a provision therein for an attorney’s 
fee in case suit is brought thereon to enforce collection. 
In this case the note was secured by a mortgage on 
realty. 


Since repeal of statute in 1879 such clauses in- 
valid: 

In Security Co. v. Eyer, 36 Neb. 507 (decided in 
1893), it was held that since the repeal of “the attor- 
ney’s fees statutes,” June 1, 1879, a provision stipu- 
lating for the payment of an attorney’s fee for 
institution and prosecution of suit on the instrument 
is invalid. In passing on this point, the court said: 
“Counsel for plaintiff, in the brief, cite a long line of 
decisions from the courts of last resort of several of 
our sister states which hold that a stipulation in a 
mortgage like the one before us for the payment of 
an attorney’s fee, in the event ofan action being insti- 
tuted to foreclose the same, is valid and binding. 
This court in repeated decisions has held, and it is now 
the settled law of this state, that stipulations of this 
character found in contracts executed since June l, 
1879, the date of the taking effect of the act repealing 
the attorney’s fees statutes, are invalid and will not be 
enforced. (Dow v. Updike, 11 Neb. 95; Hardy v. 
Miller, id. 395; Otoe Co. v. Brown, 16 id. 395; Winkler 
v. Roeder, 23 id. 706.) The question being no longer 
an open one, we shall not now attempt to examine the 
subject anew, or to review the authorities which hold 
a different view from the one enunciated by this court 
in the cases cited above. If the rule is changed in 
this state it should be by statute, and not by judicial 
Gecision.” 


In National Bank v. Thompson, 90 Neb. 223 (de- 
cided November, 1911), it was held that a provision in 
a promissory note executed subsequent to June 1, 1879, 
that the maker will pay the plaintiff an attorney's fee 
if suit be instituted upon the note, is invalid and will 
not render the instrument usurious. 
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In Hallam v. Telleren, 55 Neb. 255 (decided in 
1898), it was held where a note made anc payable in 
Iowa provided that if suit should be commenced 
thereon a reasonable sum should be allowed as attor- 
ney’s fees to be taxed with the costs, that this was a 
provision relating to the remedy and not a substantive 
part of the contract, and although lawful in lowa, 
being contrary to the law of Nebraska, will not be 
enforced in the latter jurisdiction. 

Under Negotiable Instruments Act clause unen- 
forceable, but negotiability not affected: 

The Nebraska Negotiable Instruments Act (passed 
1905), in defining what constitutes “certainty,” within 
the purview of that act, provides: “The sum payable 
is a sum certain within the meaning of this chapter, 
although it is to be paid: * * * Fifth—with costs 
of collection or an attorney’s fee in case payment shall 
not be made at maturity: Provided, nothing herein 
contained shall be construed to authorize any court to 
include in any judgment on an instrument made in 
this state any sum for attorney fees or other costs noi 
allowable in other cases.” (Rev. Stat. Neb. 1913, Chap. 
54, Art. I, Sec. 5320.) 

It will thus be seen that under the present law of 
Nebraska a clause in a promissory note or in a mort- 
gage (real or chattel) stipulating for the payment of 
an attorney’s fee in case it is necessary to institute suit 
to collect same is invalid and non-enforceable; and, 
while under the Negotiable Instruments Act, such a 


stipulation will not render a note non-negotiable, yet 
by the very terms of such act such stipulation 1s unen- 
forceable in an action on the instrument in the Ne- 
braska courts. 


ACCOMMODATION INDORSEMENT 
CORPORATION. 


BY 


Corporations generally, in the absence of statutory 
authority, without power to make or indorse 
paper for accommodation, but holders in due 
course protected. 


From New Jersey.—Will you kindly advise me 
whether a New Jersey corporation has the power to 
indorse a note as “accommodation indorser?’ Has a 
Pennsylvania corporation power to act as accommoda- 
tion indorser? 


As a general proposition, neither New Jersey nor 
Pennsylvania corporations, nor in fact corporations in 
any state, have power to indorse notes as accommoda- 
tion indorsers. A corporation has no implied power 
to bind itself in this way, and unless there is some 
express grant of such power in the governing law the 
power does not exist. The following brief memo- 
randum will serve to state the law on the subject: 

With the exception of those corporations, such as 
trust and guaranty companies, which are organized for 
the express purpose of becoming sureties for other 
persons or corporations, it may be laid down as a gen- 
eral rule that no corporation has the power, by any 
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form of contract or indorsement, to become a guar- 
antor or surety or otherwise to lend its credit to 
another person or corporation. Davis v. Old Colony 
R. Co., 131 Mass, 258; Berry v. Yates, 24 Barb. (N. Y.) 
199; Culver v. Reno Real Estate Co., 91 Pa. St. 367; 
Elevator Co. v. Memphis, etc., R. Co., 85 Tenn. 703; 
Madison, etc., Plank Road Co. v. Watertown, etc., 
Plank Road Co., 7 Wis. 59; Crewer, etc., United Min. 
Co. v. Willyams, 14 Wkly. Rep. 1003; Johansen v. 
Chaplin, 6 Montreal Q. B. 111. 


And the rule is well recognized that a business 
corporation cannot, in the absence of express power 
in its charter or governing statute so to do, bind itself 
by indorsing negotiable paper for the accommodation 
of third persons or corporations, even for a considera- 
tion paid therefor. Blake v. Domestic Mfg. Co. (N. J. 
Co. 1897) 38 Atl. 241; National Bank of Republic v. 
Young, 41 N. J. Eq. 531. (In this case the court said: 
“The crucible company, as a corporation engaged in 
business, had implied power to make negotiable paper 
for use within the scope of its business, but it had no 
power, express or implied, to become a party to bills 
or notes for the accommodation of others, and such 
paper is valid and enforceable only in the hands of a 
holder taking the same before maturity bona fide and 
without notice. 1 Dan. on Neg. Inst. Secs. 382, 386; 
Green’s Brice’s Ultra Vires, 255, 272”); Lucas V. Pit- 
ney, 27 N. J. L. 221; National Park Bank v. German- 
American Mut. Warehouse, etc., Co., 116 N. Y. 281; 
Owen & Co. v. Storms & Co., 78 N. J. L. (February, 
1909), 154; Knapp & Co. v. Tidewater Coal Co. (N. J. 
L. 1912), 81 Atl. 1063. 


In National Bank v. Sixth National Bank, 212 Pa. 
238, in holding that a national bank was without power 
to guarantee the payment of commercial paper, the 
court said that it was conceded by the plaintiff that the 
weight of authority was in favor of the position that 
a national bank had no power or authority to become 
a mere accommodation indorser or guarantor of the 
payment of the debt of another without benefit to 
itself. So far as the court was advised, the question 
had not been determined by the Supreme Court of the 
United States, but the inferior courts of that jurisdic- 
tion had uniformly put that construction on the powers 
of a bank chartered under the National Banking Act, 
and, as the subject was one of Federal origin and of 
Federal control, the court would follow those prece- 
dents. 


To sum the matter up, it seems to be firmly estab- 
lished that a corporation cannot issue accommodation 
paper, for the reason that corporate powers are limited 
by corporation charters, so that if this power is not 
given directly or by necessary implication in the charter 
it cannot exist; and also for the reason that it would 
risk the capital and funds of the corporation in a way 
not contemplated by the stockholders, and prejudice the 
right of creditors. In a few cases (these not in New 
Jersey or Pennsylvania, however), it has been held 
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that private corporations may issue accommodation 
paper, provided the directors and stockholders all 
assent and there are no creditors to object. 

The rule seems to be taken so for granted that 
there is not as much authority as might be expected on 
the question. But there is quite a large group of 
authorities in which the rule is assumed to be as above 
stated, the question before the court being whether 
such paper is valid in the hands of the holder asserting 
his right to recover on it as a bona fide holder. 

Another group of cases deals with the question of 
the powers of officers of a corporation to bind it on 
accommodation paper, the rule being that the general 
power of corporation officers to issue commercial paper 
for the corporation does not include the power to issue 
accommodation paper. 


TAXATION OF BANKS 


Montana statute providing that value of real estate 
to which bank holds title shall be deducted 
from total value of bank shares and real estate 
assessed to bank, does not authorize deduction 
of value of bank’s holding of stock of a building 
company which owns bank building. 


From Montana.—The Fourteen Session Laws of the 
state of Montana, page 45 and chapter 31, outlines the 
method for assessing the stock of state and national 
banks. Among other provisions is one that the stock 
of the bank shall be assessed for its value and that any 
real estate in which the capital of the bank is invested 
shall be deducted from the assessment on the capital 
stock. The statute reads that any such real estate for 
which the bank holds title shall be deducted. This bank 
owns one-half of the capital stock of a building company 
which in turn owns the building in which the bank is 
located. It therefore does not hold direct title to its 
real estate. At the same time actual ownership of this 
real estate forms a portion of the capital stock of the 
bank. Can the bank properly claim deduction from its 
capital stock assessment for the amount of the building 
company stock which it carries? 2 

The Montana statute provides: 

“That if any portion of the capital stock of any 
bank or banking corporation herein named shall be in- 
vested in real estate and such bank or banking corpo- 
ration shall hold the title thereto, the assessed valuation 
of such real estate shall be deducted from the total 
value of the shares of stock of such bank or banking 
corporation and such real estate shall be assessed to 
the bank or banking corporation holding the same as 
other real estate.” Laws Mont. 1915, Ch. 31, p. 45. 

The object of this statute is, of course, to avoid 
double taxation of a bank’s real estate, once to the 
bank and again as part of the value of the shares taxed 
to the shareholders. Without such a statute, the real 
estate could not be deducted from the value of the 
bank stock. See In re First National Bank, 146 N. W. 
(N. D.) 1064, in which the right to deduct the value 
of the bank’s real estate from the taxable value of the 
shares was denied and the court held that it did not 
constitute excessive or double taxation, as the bank 
and its shareholders are not one and there is a diversity 


of person as well as of subject of taxation. 
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But while in contemplation of law it may not be 
double taxation to tax bank shares at their full value, 
which includes real estate, and also to tax the bank 
upon its real estate, such taxation is virtually double 
taxation, and legislatures of some of the states have 
relieved against this by enacting statutes with the same 
purpose as that of Montana. For example, in Wis- 
consin the statute provides that the assessed value ot 
the building in which the bank maintains its offices and 
transacts its business, if owned by the bank, including 
the land on which it is located, “if owned by such bank,” 
shall be deducted from the total value of the shares of 
stock. Sec. 1057, Stat. 1911. 

In the case submitted by you the bank does not 
hold title to the real estate, but holds title to or owns 
one-half the shares of a corporation which owns the 
bank building, and the question is whether, in view of 
the purpose of the statute and under any liberality of 
construction, such ownership of the building company 
stock by the bank would be held to be a holding of 
title to real estate so as to authorize a deduction of the 
value of the bank’s building company stock from the 
total value of the bank shares assessed for taxation. 

There is no judicial precedent that I know of 
which would cover such a case. Referring to the Wis- 
consin statute, the Supreme Court in Second Ward 
Savings Bank v. Leuch, 144 N. W. 1119, said: “The 
object of the statute was to avoid double taxation of 
the land. The banking house and site is taxed as real 
estate, but it is a part of the assets of the bank, and so 
enhances to that extent the value of the bank stock and 
thus would be taxed again in the taxation of the stock, 
if it were not for this provision. Such a statute calls 
for fair and just, rather than restricted construction.” 
Accordingly it was held that the value of the main and 
branch buildings in which the business of the bank was 
conducted, as well as of the land on which they were 
situated, which was owned by the bank, should be de- 
ducted from the value of the stock, though the bank 
was temporarily occupying a rented building while re- 
building its main banking house. 

But in State v. Leuch, 144 N. W. (Wis.) 1122, it 
was held under the same statute that the value of the 
land on which the bank building was situated, held 
merely under a ninety-nine year lease with privilege of 
unlimited renewal, should not be deducted in assessing 
the stock. 

I am inclined to think that the courts would not 
construe the Montana statute as authorizing a deduc- 
tion from the assessed value of the shares of the 
amount of the building company stock which the bank 
carries. True, the object of the Montana statute is to 
avoid double taxation of the land, and it weuld be 
virtually double taxation where the land was taxed to 
the building compaay, which taxation would be a charge 
or burden upon the stock owned by the bank, and the 
land again taxed to the bank. At the same time, the 
bank does not hold title to the real estate, but only to 
the building company stock, which is personal property, 
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and I do not think the courts would go so far as to 
construe that such building company stock was reat 
estate, so that its value could be deducted from the 
total value of the shares of the bank. Apart from 
other considerations, such a construction would 
seem to be negatived by the closing paragraph of the 
Montana statute: “And such real estate shall be as- 
sessed to the bank or banking corporation holding the 
same as other real estate.” Suppose the deduction was 
made, the real estate could not be assessed to the bank, 
as it does not hold the same, and this of itself would 
indicate that the object of the statute is to permit de- 
duction of the value of such real estate only as is 
assessable to the bank. I think, therefore, the claim 
for deduction would not be upheld. 


PLACING COLLECTION STAMP ON NOTE 


Validity of instrument not affected thereby. 


From Oregon.—We have been in the habit of using 
a rubber stamp with name of bank and the word “Col- 
lection” followed with blank space for our collection 
number and placing the same on the face of the note in 
the margin or any other blank space thereon. One of 
our local attorneys, to whom one note thus stamped had 
subsequently been delivered for suit, cautioned us not 
to place our collection stamp on any part of the notes 
received for collection, stating that that might be used 
by the maker as a defense in refusing payment. It is 
a general custom of bankers to place the collection stamp 
on notes in the same manner we do, and we would be 
pleased to have your opinion as to what effect, if any, 
such stamp placed on the note would or might have in 
enforcing collection. 

I do not see that the placing of the collection 
stamp on the note would affect its validity or enforce- 
ability. It does not constitute a material alteration of 
the instrument. The placing of memoranda or nota- 
tions on the note explanatory of some circumstance 
connected with the transaction does not affect it where 
they do not alter the legal effect of the instrument in 
any material respect. In Bachellor v. Priest, 12 Pick. 
(Mass.) 399, for example, the drawer of a bill indorsed 
in blank by the payees wrote under his signature, “Left 
with Mr. B (the plaintiff) as collateral,” and this was 
held immaterial. Also in the case of Pitt v. Little, 108 
Pac. (Wash.) 940, an action against the maker of a 
note, the court said: “Respondent’s (the maker’s) 
next contention was that the note had been avoided by 
reason of material alterations appearing upon its face, 
made after its execution and without his knowledge or 
consent. The alleged alterations are immaterial memo- 
randa or notations. They made no change in the date, 
the sum payable, either principal or interest, the time 
of payment, the number or relation of the parties, or 
the medium or currency in which payment was to be 
made. Nor does any other alteration appear which 
added a place of payment where none was specified, or 
which altered the effect of the note in any respect. The 
note was not avoided by alteration.” (Citing Negotia- 
ble Instruments Act.) 
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COLLATERAL PLEDGED FOR SPECIFIC DEBT 


Where collateral is pledged to a bank for a specific 
debt, the pledgee cannot, under the general 
doctrine of banker’s lien, apply the surplus 
to other indebtedness of the pledgor upon 
general account, in the absence of agreement. 


From_Tennessee.—The X Bank borrows $5,000 
from the Y National Bank, executing its note therefor, 
and attaching as collateral $10,000 in good receivables. 
Subsequently the X Bank overdraws its account at the 
Y National $5,000 and becomes insolvent. Has the Y 
National the legal right to collect the entire $10,000 of 
collateral and apply the same to cover not only the 
$5,000 note, but the $5,000 overdraft as well? The note 
mentioned does not provide that the collateral attached 
is to secure “this or any other indebtedness that may 
be incurred.” 


The $10,000 bills receivable having been pledged as 
security for a specific debt of $5,000, the surplus can- 
not, I think, in the absence of an express or implied 
agreement between the parties to that effect, be applied 
by the pledgee bank upon a general indebtedness of the 
pledgor upon overdrawn account. 

While a banker may have a general lien upon 
securities of a customer, which come into his posses- 
sion in the ordinary course of business, for advances 
which are supposed to be made upon their credit, the 
lien does not exist where the evidence shows that the 
banker received any particular security under special 
circumstances which would take it out of the common 
rule. 


A leading case upon this subject is Reynes v. 
Dumont, 1380 U. S. 354. A New York bank received a 
pledge of bonds from a New Orleans bank as security 
for advances to a certain amount “against exchange 
purchases.” In addition to exchange purchases, the 
New Orleans bank forwarded drafts of its own on 
third persons, a number of which were protested for 
non-payment. It was held the drafts of the New 
Orleans bank were not within the term “exchange 
purchases” and that the New York bank had no lien 
upon the pledged bonds because of advances on the 
protested drafts. The Supreme Court, through Mr. 
Justice Fuller, said: “A general lien does arise in 
favor of a bank or banker out of the contract ex- 
pressed, or implied from the usage of the business, in 
the absence of anything to show a contrary intention ;” 
but “it does not arise upon securities accidentally in 
the possession of the bank, or not in its possession in 
the course of its business as such, nor where the se- 
curities are in its hands under circumstances, or where 
there is a particular mode of dealing, inconsistent with 
such general lien.” The court traced the development 
of the law by reference to, decisions in earlier cases. 
Among other decisions referred to were the following: 

Bock v. Gorrissen, 2 De Gex, F. & J. 434, 443. 
The foreign correspondents of a London firm directed 
the firm to purchase for them Mexican bonds to a speci- 
fied amount at a specified price, and to hold the bonds 
at the disposal of the correspondents. The London 
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firm made the purchase and wrote the correspondents 
that they would, until further order, retain the bonds 
for safe custody. It was held that the letters consti- 
tuted a special contract sufficient to exclude a general 
lien on the part of the London firm, if they would 
otherwise have been entitled to any. 

Re Medewe, 26 Beav. 588, in which it was held 
that where a customer’s security was specifically stated 
to “be for the amount which shall or may be found 
due on the balance of his account,” it could not be held 
for a subsequent floating balance, but only for the then 
existing balance. 

Vanderzee v. Willis, 3 Brown, Ch. 21, in which it 
was held that a security specifically given for a con- 
temporaneous advance of £1,000 by the banker was not 
applicable against an independent indebtedness of £500 
afterwards arising upon an ordinary running account. 

Bank v. Insurance Co., 104 U. S. 54, 71, in which 
the Supreme Court, through Mr. Justice Matthews, 
said: “A banker’s lien ordinarily attaches in favor of 
the bank upon the securities and moneys of the cus- 
tomer deposited in the usual course of business, for 
advances which are supposed to be made upon their 
credit. It attaches to such securities and funds, not 
only against the depositor, but against the unknown 
equities of all others in interest, unless modified or 
waived by some agreement, express or implied, or by 
conduct inconsistent with its assertion.” 

Russell v. Hadduck, 3 Gilman, 233, 238, in which 
Caton, J., said: “Here. then, is the true principle upon 
which this, as well as all other bankers’ liens, must be 
sustained, if at all. There must be a credit given upon 
the securities, either in possession or in expectancy.” 

Duncan v. Brennan, 83 N. Y. 487, 491, in which 
the court used the following language: “The general 
lien which bankers hold upon bills, notes and other 
securities deposited with them for a balance due on 
general account, cannot, we think, exist where ‘the 
pledge of property is for a specific sum, and not a 
general pledge.” 


Bank v. Leland, 5 Metc. (Mass.) 259: “The notes 
were deposited under special circumstances. They were 
not pledged generally, but specifically; and this nega- 
tives any inference of any general lien, if, in the ab- 
sence of such special agreement, the law would imply 


” 


one. 


Wyckoff v. Anthony, 90 N. Y. 442: “Where se- 
curities are pledged to a banker or broker for the 
payment of a particular loan or debt, he has no lien 
upon the securities for a general balance or for the 
payment of other claims.” 


In addition to the above authorities, see Loyd v. 
Lynchburg National Bank, 86 Va. 690; Bacon v. Bacon, 
94 Va. 686, to the following effect: It is a well-estab- 
lished rule that collateral deposited with a bank for 
one debt or class of debts cannot be appropriated to a 
different debt or class of debts, in the absence of an 
agreement, express or implied, between the parties to 
that effect. And this is true even where collaterals are 
allowed to remain in the bank after the debt secured 
by them is paid. But a usage or custom of the bank, 
known to the depositor, to treat the collaterals as se- 
curity for all loans made to the pledgor so long as the 
collaterals remain in the possession of the bank, may 
change this rule. 


Without further citation of authorities, as the note 
in question does not provide that the collateral at- 
tached is to secure “this or any other indebtedness that 
may be incurred”—a phrase to this effect being com- 
mon in collateral notes—and as the $10,000 collateral 
was pledged as security for a specific loan of $5,000, 
the conclusion would seem to follow that unless there 
was some agreement between the parties, not stated in 
your letter, to the effect that the securities could be 
held for other indebtedness, the pledgee bank cannot 
apply any surplus of collateral after satisfying the 
specific debt, to the general indebtedness of the pledgor 
bank upon overdrafts, but must account for the same 
to the receiver of the failed bank. 


© ¢ 


NEW RUSSIAN GOVERNMENT NOTE ISSUE 


In Russia the right of emission by the Govern- 


ment Bank is limited ny law. It could issue bank notes 
without a corresponding gold deposit for only $155,- 
000,000; ordinarily bank notes had to be covered ruble 
by ruble in gold. At the beginning of the war, writes 
Consul-General John H. Snodgrass, Moscow, the 
Council of Ministers passed a law, which received Im- 
perial sanction August 9, 1914, and in accordance with 
which the amount of bank notes that coutd be issued 
by the Government Bank without gold deposit was 
raised to $773,000,000. A: law has been passed, receiv- 


ing Imperial confirmation March 30, 1915, by which 
the amount of bank notes that may be issued is in- 
creased by $515,000,000. This is meant as a temporary 
measure. 


Thus the bank is permitted to issue notes for 
$1,288,000,000 besides the amount of bank notes that 
are secured by gold, ruble for ruble. If the bank issues 
notes for the above sum, the amount of gold deposits 
will be equal to 40% per cent. of the sum total of bank 
notes issued. 
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PRESIDENT 
RALPH W. CUTLER, President Hartford Trust Co., 
Hartford, Conn. 


FIRST VICE-PRESIDENT 


JOHN H. MASON, Vice-Pres. Commercial Trust Co., Philadelphia, Pa. 


TRUST COMPANY SECTION 


OFFICERS OF THE TRUST COMPANY SECTION 


CHAIRMAN EXECUTIVE COMMITTEE 
UZAL H. McCARTER, President Fidelity Trust Company, 
Newark, N. J. 
SECRETARY 
PHILIP S. BABCOCK, Five Nassau Street, New York City. 


Your Executive Committee in submitting this, its 
annual report, to the members of the Section, begs to 
felicitate the organization upon the prosperous condi- 
tion of the Section as regards its membership, and to 
congratulate it upon the successful manner in which 
the problems of the past year have been met, not only 
by the individual institutions constituting our Associa- 
tion, but also by the banking fraternity at large. The 
past year has been full of anxiety for the banker in 
that the existing turmoil throughout the world brought 
with it new conditions, for the solution of which prec- 
edents were lacking. 

That actual disturbances did not arise in scme in- 
stances was undoubtedly due to the confidence felt by 
the public in the inherent strength of the financial in- 
stitutions and their ability, in an emergency, to avail 
themselves of the provisions of the Federal Reserve 
Act for rediscounts and the obtaining of such addi- 
tional currency as might be necessary. Bankers may 
differ as to the character and the operations of the 
machinery through which these benefits may be ob- 
tained, but the public looks only for results, regardless 
of the system employed in obtaining them. 


Money has been plentiful during the entire year, 
with the result that profits have been correspondingly 
low. Asa rule, the manufacturer has been working on 
half time, or less, during the greater part of the year, 
except in those special cases arising through “war 
orders,” and while it is difficult to accurately forecast 
the future in its business aspects, there are many who 
believe that, generally speaking, trade will not im- 
prove for the manufacturer until either new tariff 
legislation has been obtained or sufficient time shall 
have elapsed to permit business to adjust itself to meet 
present tariff conditions. 


Dull business conditions mean heavy deposit lines 
for the trust companies. That, in turn, necessitates 
the careful consideration of the question as to the 
profitable employment of funds on hand. In this con- 
nection the caution which this committee would ex- 
tend at this time is important. It urges extreme con- 
servatism not only in the extension of your business 
but also in the handling of it when it has been obtained. 


The various sub-committees of the Executive Com- 
mittee have been faithfully engaged in performing 
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their several tasks, and detailed reports of their activi- 
ties will be submitted for your consideration. 


The Executive Committee has been most busily 
employed during nearly the entire year. In that time 
many matters requiring the combined wisdom and 
judgment of the entire committee have arisen and 
most cheerfully have its members responded to its 
calls, freely giving their time and service to the inter- 
ests of the trust companies of the country. 


The most important matter to receive the attention 
of your Executive Committee was the consideration 
of that portion of the Federal Reserve Act in which 
the granting of trust powers to national banks is sought 
to be permitted. Your committee believes the granting 
of such powers to national banks to be unconstitutional, 
and, taking that view of the matter, it appeared, 
through its Legislative Committeee, before the Fed- 
eral Reserve Board in Washington, and stated its 
views as to the constitutional doubt. It, at the same 
time, requested the Federal Reserve Board to seek 
the advice of the Attorney-General of the United 
States upon the whole question. The Federa. Board 
declined to take that step. It contended that it was 
no part of its duty so to do, and insisted that the 
burden of proof rested upon those raising the ques- 
tion of constitutionality. There then seemed to be 
nothing left for your Executive Committee to do but 
to test the question of constitutionality in the courts, 
and at a special meeting called for the consideration 
of that question, with a quorum present, the officers 
were instructed to retain counsel and push the matter 
as rapidly as possible, carrying it, if needs be, to the 
United States Supreme Court for final adjudication. 
It was agreed in this connection that the expense of 
the litigation is to be borne by the trust companies 
individually, and that it is not to be paid out of the 
funds of the Section. This action of the Executive 
Committee was subsequently confirmed at the spring 
meeting of the committee, when a more general at- 
tendance was present and will, I trust, meet with your 
approval at this convention. 


In compliance with their instructions the officers 
retained the services of Hon. John G. Johnson, of 
Philadelphia, and Hon. Henry M. Campbell, of De- 
troit, to represent the Section in its test of the con- 
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stitutional questions involved, and in their selection 
the committee feels it has obtained counsel of the 
highest eminence and ability, who will diligently and 
expeditiously prosecute its contention. 

The Section is most, fortunate in having Mr. 
Campbell present as its guest today, and he will fully 
explain the progress of the litigation up to the present 
time. 

Your committee has given the whole Federal Re- 
serve Act in its relations to trust companies the fullest 
study and consideration. Again, through its Legis- 
lative Committee, it appeared before the Federal Re- 
serve Board and made suggestions as to the necessity 
of certain changes in the act before, in its judgment, 
trust companies as a class would join the Federal re- 
serve system. 

It also raised the question of certain regulations 
issued by the Federal Reserve Board and made some 
suggestions in relation to them. While the Reserve 
Board has met your committee’s suggestion in some 
particulars, nevertheless it is the judgment of your 
committee that the Federal officials have not as yet 
gone far enough in this regard to permit it to advise 
the trust companies of the country to join the system. 
On the contrary, it is the judgment of your committee 
that certain necessary changes in the act itself, as well 
as in the regulations of the board, ought to be made, 
before the trust companies should consider entering 
the Federal reserve system. 

Your committee has met, in its deliberations, the 
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consideration of these questions with an open mind and 
with the belief that there should be one banking sys- 
tem governing all classes of financial institutions. It 
las been treated by the members of the Federal Re- 
serve Board with the greatest courtesy and considera- 
tion, and it is with unfeigned regret that it has been 
unable to arrive at a conclusion different from that 
which is here submitted. In its judgment it would be 
well for the Section to refer the subject to the new 
Executive Committee for further consideration and 
study, and it accordingly makes that recommendation. 

The so-called “Model Trust Company Law” 
adopted at the last convention in Richmond has been 
published in the Journal-Bulletin of the Association and 
distributed to the members. It is again earnestly 
commended for adoption to those states where there is 
not in force, at the present time, legislation requiring 
state supervision of trust companies. 

To the trust company official as well as to all bank- 
ers and others the future is clouded. Never before in 
the recollection of the present generation was the neces- 
sity for patriotism to our country and loyalty to our 
President so necessary, and while it is the earnest hope 
and prayer of every thinking man that war may be 
averted by our country, it is the firm conviction of your 
committee that if such a catastrophe should occur the 
bankers of the United States will prove their devotion 
to their country by a united and concentrated support— 
financial as well as moral—of those upon whose shoul- 
ders the responsibility of carrying on the war may fall. 


BOOKS FOR TRUST COMPANIES 


The Trust Company section has on hand a num- 
ber of handsomely bound copies of Proceedings of 
the Section. Volume I contains the proceedings from 
1896 to 1908, inclusive, and Volume II the proceedings 
from 1904 to 1908, inclusive. These two. volumes con- 
tain many important reports, addresses and Ciscus- 
sions on matters of great interest to trust company 
officers and their employes. It is confidently believed 
that in no other books could so wide a range of trust 
company information be obtained. 

In the pages of these books will be found addresses 
and discussions covering such topics, among many 
others, as: 

Advertising for Trust Companies. 

Educational Publicity for Trust Companies. 

Bond Certification by Trust Companies. 

Charges and Fees. 


Defalcations—What Can Be Done to Decrease 
Them? 

Employes—Practises in Interest of. 

Fiduciary Capacities—Superiority of the Trust 
Company in. 

Management of Real Estate by Trust Companies 

Registrars and Transfer Agents. 

Safe Deposit Companies. 

Trustees of Corporate Mortgages. 

The Trust Company—a Necessity. 


Utility of the Country Trust Company. 


Ay great many copies have been sold, but in order 
to make room for other matter, the remaining volumes, 
as long as they last, will be sold at seventy cents each, 
including postage. Orders should be sent to the Sec- 
retary, who will forward the books promptly. 
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SAVINGS BANK SECTION 


OFFICERS OF THE SAVINGS BANK SECTION 


PRESIDENT 
W. E. KNOX, Comptroller Bowery Savings Bank, 
New York City. 


FIRST VICE-PRESIDENT 
N. F. HAWLEY, Treasurer Farmers & Mechanics Savings Bank 
Minneapolis, Minn. : 


SECRETARY 
MILTON W. HARRISON, 
Five Nassau Street, New York City. 


SAVINGS OF KRUPP EMPLOYES 


An interesting account with relation to the savings 
institution for employes of the Krupp Works in Essen, 
taken from a recent number of the weekly report of 
the American Association of Commerce and Trade, 
follows: 


From its earliest beginning the owners of the Krupp 
works—and they have always been the family of Krupp 
—-have encouraged thrift among their employes. But it 
was not until 1900 that the at that time owner of the 
works, Friedrich Alfred Krupp, inaugurated a savings 
bank, which, in the course of events, developed into a 
fruitful addition to the many institutions of welfare for 
his employes. 

The following are the conditions upon which the 
bank is run: 

1. The participation in the savings is volun- 
tary. 

2. The amount of new deposits per month is 
limited. 

3. All savings are deposited with and handled 
by the municipal savings bank of the City of Essen. 

4. The yearly interest amounts to five per 
cent., of which the municipal savings bank of Essen 
pays four per cent., Krupp adding one per cent., 
besides special premiums tor the must uabitual and 
most efficient depositors in the form of money. 

In order to make the saving of earnings entirely 
voluntary, not the slightest pressure is exerted upon 
employes in this direction, and the general tendency is 
such as to provide convenient methods for depositing, 
besides absolute safety of deposits. 

The amount of new deposits is limited and regu- 
lated according to the bi-monthly and monthly earnings 
of the employes. 

Workmen, who are paid twice a month, may de- 


NEW YORK SAVINGS BANKS 
GAIN IN DEPOSITS 


The New York “Journal of Commerce” states: 
Despite the disturbed financial condition created by 
the European war, the savings banks of New York 
State made a very creditable showing during the twelve 
months ended June 30, 1915. 

The reports of the 140 institutions in the state as 
filed with State Superintendent of Banks Eugene Lamb 
Richards, giving their condition as of July 1, show that 
their total resources were $1,930,596,230.18. On July 
1, 1914, their total resources were $1,912,023,874.79, an 
increase for the past year of $18,572,355.34. 

During the same period their total deposits in- 
creased from $1,773,233,398.79 to, $1,791,524,601.74, a net 
gain of $18,311,202.95. 


posit from twenty-five cents to five dollars for each 
period of two weeks, while others, who are paid monthly, 
may deposit within that period fifty cents to ten dollars. 

Upon enrolment in the list of depositors, the amounts 
of regular bi-monthly or monthly deposits must be stated, 
and these are, in consequence, deducted from the pay, 
to be turned over to the municipal savings bank of the 
city of Essen. 

Withdrawals of deposits may be made at any time. 

For habitual and most efficient depositors a fund 
has been established by Krupp, from which premiums 
are distributed by means of a lottery, the prizes being 
$125, $75, $25 and a number of $12.50. 

Statements for each depositor are issued once a 
year. 

At the present time, the participation by the work- 
men has reached 47 per cent. of their number and that 
of the higher employes 65.2 per cent., the latter being 
paid monthly. 

The development of the Krupp savings institution 


is illustrated in the following table: 


Number 
of Deposits. 
1,228 
2,146 
3,234 
4,737 
6,981 
9,114 


Amount 
of Deposits. 
26,635 


Year. 
1900-01 


1903-04 


The surplus on market value of stocks and bonds 
on July 1 last was $188,020,085.12, an increase for the 
year of $98,263.03, while the surplus on par value of 
stocks and bonds was $176,893,415.59, a gain of 
$12,765,840.90. 

The number of open accounts on July 1 last was 
3,202,659, an increase for the year of 21,411. 

The number of accounts closed during the year 
was 477,667, while during the year 1914 the number of 
accounts closed was 500,619. 

The amount withdrawn during the year totaled 
$433,117,019.59, which was $20,195,467.39 less than the 
amount withdrawn during the previous year. 

The amount deposited during the past year was 
$387,072,851.52, or $53,249,993.04 less than the amount 
deposited during the previous year. 

The increase in deposits is mainly due to the fact 
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71,726 
130,183 
216,321 
1004-05... 366,061 
561,616 
10,146 763,074 
11,588 895,026 
12,778 1,060,240 
14,806 1,275,652 
16,687 1,485,866 
19,075 1,650,848 
21,006 2,279,790 
= 
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that during the vast year the amount of dividends 
credited totaled $64,369,705.20, the increase for the year 
over the last twelve months being $2,759,206.58. 


The following comparative table shows the con- 
dition of the savings banks of the state as of July 1, 
1915, and July 1, 1914: 

July 1, 1915. 
$1,930,596,230 $1,912,023,874 
1,791,524,601  1,773,213,398 

1,051,543 888,653 


July 1, 1914. 

Total resources 

Amount due depositors... 

Other liabilities 

Surplus, estimated market 
value of stocks and 
bonds 

Surplus on par value of 
stocks and bonds.. 

Number of open accounts 

Number of accounts opened 
or reopened during 
year 

Number of accounts closed 
during year 

Amount deposited during 
year, not including 
dividends credited for 
that period 

Amount withdrawn 
ing year 

Amount of dividends cred- 
ited and paid during 


138,020,085 


176,893,415 
3,202,659 


187,921,822 
164,127,574 

3,181,248 
499,740 
477,667 


562,646 
500,619 


387,072,851 
433,117,019 


440,322,844 
453,312,486 


dur- 


64,369,705 61,610,498 


PERSONAL ACCOUNT FOLDERS 


Good advertising material sometimes comes high 
in price. The following suggestion is from a member, 
who, having received one of the personal account 
folders, as shown in the accompanying illustration, 
which are being distributed in connection with the 
Thrift Exhibit described in the June Journal-Bulletin, 
writes us: “Recently I purchased a regular household 
expense register about ten by eleven, and when this 
folder came along I wondered why it could not be 
put to use in many of the families where they have 
only the weekly wage or monthly pay check, some- 
times varying in amount. Very few people keep an 
account of their personal expenditures, and if they 
do it is generally on half a dozen slips of paper, and 


“Make all you can, save all you can, all you 
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consequently a good share of their money is unac- 
counted for. I believe that if the banks would dis- 
tribute these folders the same as they do their savings 
literature, some seed would take root. If you could 
arrange to have printed a large quantity of these per- 
sonal account folders and sell a member, say, ‘five hun- 
dred or a thousand at cost, we would be pleased to 
take five hundred to start with.” 

If we can secure a sufficieat number of orders to 
justify the printing of a quantity of these folders, 
members will be able to secure them at cost fcr $4.50 
per thousand, 

Compliments of 
(the bank’s name) 
being placed on the outside of the folder. 

Those interested can communicate with the Secre- 
tary, stating how many they would require. 


HISTORY OF N. Y. ASSOCIATION 


A new book, entitled “History of the Savings 
Banks Association of the State of New York,” by 
Frederic B. Stevens, treasurer National Savings Bank 
of Albany, has recently been published by Doubleday, 
Page & Company, New York. 

The book contains an accurate report of the pro- 
ceedings of this great association, composed of a mem- 
bership of almost 140 savings banks in the State of 
New York with an aggregate amount on deposit of 
about $1,700,000,000. The information contained in the 
many addresses made and the papers read during the 
proceedings as recorded is very valuable to al! those 
interested in savings banking. 


“THRIFT TALKS” 


A member writes: 
idea for our bank. We print the four numbers you 


“T am trying a new advertising 


sent out in our local paper. Each Saturday we insert 
one instead of our regular two-column ad. If the 
people will read these good articles that you have been 
sending out they can’t help but bring success.” 

And another: “We have received a good deal of 
comment on these ‘Talks,’ and some of the depositors 
look for them regularly. We feel satisfied that they 
have brought us considerable new business, as our de- 
posits have always shown a steady increase, whereas 
other savings banks report a loss on deposits.” 

And from Riverside, Cal., there is some comment 
and an interesting plan for encouraging thrift: 


“The ‘Talks on Thrift’ are being published here in 
our city by one of our evening papers, and we believe 
that they are of considerable real value toward de- 
veloping the spirit of thrift among the people. Each 
week, as these articles are published, we run a paid 
local calling particular attention to the articie and 
bringing out some special feature thereof. 

“This bank has had quite a campaign along the 
lines of thrift savings accounts, and in fact has placed 
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about twelve hundred new accounts within the last 
seven or eight months. This indicates that people are 
saving more money than ever before. 


“We are using what is known as the ‘Thrift Sav- 
ings Plan,’ and we consider it a splendid plan for en- 
couragirig weekly or monthly savings. A book is issued 
in $1, $2 or $5 per week payments, and matures $53, 
$106 or $265 respectively at the end of each year.” 


“WHO I AM” 


A savings bank in Wisconsin issues a folder for 
distribution with “Who I Am,” printed in large type, 
as a heading on one side of the outer pages and on 
the back a large question mark with “See inside” 
printed in very small type. The answer to “Who | 
Am” states: 


WHO I AM. 

I am the best friend you ever had on earth or ever 
will have, except your mother, and, if you are married, 
your better half. 

I am True and Steadfast; I am Loyal and Abiding. 


I am Faithful and Unfailing, and I never desert 
you, and I never will. 

I stand by you through thick and thin. When 
friends fail and your fondest hopes are turned to bitter 
disappointments; when trouble comes and all the world 
looks dark and discouraging, then am I by your side— 
your constant and staunch supporter, believing in you 
when no one else will, and ready to fight for you to 
the last ditch, and I am a good fighter. 

I am honest, and I am honest with you—and I am 
unafraid. Together we face the world unflinchingly, 
and the world knows it, and you know it, and I know it. 

I give you confidence and courage every hour. I 
give you life and grip and grit; I give you the uncon- 
querable soul to go on and to keep on, to dare and to do. 

I make you free and independent and self-reliant, 
and in a way that nothing else can. 

I take care of you in sickness and in sorrow; and 
I take care of your money; I guard it and safeguard it, 
and I even pay you for letting me do so. 

I make you safe. I relieve you of worry and 
anxiety, and I give you rest.and make you strong. 

I make you a man among men, and a factor in the 
community. 

I lift you above the necessity of sacrifice and the 
temptation to do wrong or to listen to questionable mo- 
tives or resort to questionable deeds. 

hold you to your course. I keep you in the 
straight road—the road to Success and Peace and Happy 
Living. 

ow you think of better things, of a broader and 
brighter future, of a more complete life, with purpose in 
it and the means to accomplish that purpose. 

I am the best character builder you can have, and 
the best business reference and proof of who you are 
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and what you are and intend to be, that any one can ask. 

I am your friend. I am your good friend. I am 
the right arm of your work and of you. 

I am the key in your pocket, the key that turns the 
lock in the door of Opportunity, so that you may enter 
when you come to it. 

I am 

Then on the inside, on a separate sheet: “Your 


Savings Account.” Then the bank’s name. 


POSTAL SAVINGS BANKS 
FOR THE FOREIGNER 


Of the total postal savings deposits in the New 
York Post Office eighty-five per cent. are reported to 
belong to depositors of foreign birth. The foreign- 
born depositors outnumber the American-born about 
three to one. In number of depositors and amount on 
deposit the Russian-born are first, with Italians next 
and American-born third. On August 12 the New 
York Post Office gave out the following statement: 


On July 1 postal savings depositors born outside of 
the United States owned $11,158,131, or eighty-five per 
cent. of the $13,154,695 on deposit at the New York 
Post-Office. The individual depositors of foreign birth 
also outnumber the American-born approximately three 
to one. The Russian-born are far in the lead both in 
number of depositors and in amount on deposit with 
32,616 depositors and $4,506,984 on deposit. The 
Italians are second with $2,553,067 to their credit and 
the American-born third with $1,996,564. Then follow 
the Austrians with $1,450,984, the representatives of 
Great Britain and her colonies with $875,225, the Hun- 
garians with $507,683, the Germans $278,982, and the 
Greeks $182,604. Other foreign-born depositors hail 
from all parts of the world, notably Spain, France, 
Sweden, Denmark, Norway and Turkey. 

The New York Post-Office gained about 200 per 
cent. in postal savings deposits during the last fiscal 
year and now has one-fifth of all the deposits of the 
entire country. Four thousand and ninety-twg depositors 
have reached the $500 limit and can deposit no more, 
despite their appeals to do so. Of the owners of the 
$500 accounts, 3,721 are foreign-born. 

The postal savings service at New York has been 
seriously handicapped from the start by unfortunate 
restrictions in the original Postal Savings Act, which 
forbid the acceptance of more than $100 a month from 
a depositor, and fix $500 as the maximum amount that 
may be accepted from him. ‘The restrictions have proved 
particularly disappointing to the foreign-born, who often 
insist on depositing their entire savings at one time and 
cannot understand why the United States Government, 
in which they have implicit confidence, is willing to safe- 
guard a part of their savings and not all of them. Mil- 
lions of dollars, earned by honest labor in New York, 
have thus been driven back into hiding and lost to local 
channels of trade. 


© © 
RECORD CHECK FOR ATHENS, GA. 


The largest check ever drawn by a firm in Athens, 
Ga., on an Athens bank in payment for Athens prop- 
erty was one for $100,000 involving a change of 


ownership in some oil mill holdings. The transaction 
was closed by the payment of a check for that amount, 
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drawn on the Commercial Bank of Athens. The in- 
cident is regarded in local Georgia circles as demon- 
strating full confidence in the ability of the banks to 
handle a business proposition of any size and of any 
character. 
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PRESIDENT 
A. 0. WILSON, Vice-President State National Bank, St. Louis, 


Mo. 
VICE-PRESIDENT 


CLEARING HOUSE SECTION 


OFFICERS OF THE CLEARING HOUSE SECTION 


CHAIRMAN EXECUTIVE COMMITTEE 
W. D. VINCENT, Vice-President Old National Bank, 
Spokane, Wash. 


J. D. AYRES, Vice-President The Bank of Pittsburgh, N. A. 


Without attempting in any way to go into a general 
discussion of the situation with respect to the legal 
status of clearing house associations in Mississippi, we 
ate prepared to give our members the main facts, to- 
gether with the text of the new law. We do this because 
the impression seems to have gone forth that all clear- 
ing house associations are now prohibited in Mississippi. 
This is, of course, not in accord with the true facts, 
and hence clearing houses in general need not neces- 
sarily feel apprehensive lest a new rule of law may be 
established with respect to their functions. On the 
other hand, there are some associations which should 
reflect seriously on conditions that have led to this new 
law in Mississippi, where of all states we might expect 
the state banks and those who defend high exchange 
rates to be well represented in legislative bodies. 

Quoting from the Mississippi State Bank Act: 

Section 65.—Clearing House Associations Must In- 
corporate. No bank under the provisions of this Act 
may be, become or remain a member of, or otherwise 
affiliated or connected with any voluntary or unincor- 
porated organization performing any of the functions of 
a clearing house or clearing house association. Banks 
serving the same community or locality, desiring to be 
associated together for the purpose of a clearing house 
association, shall have such association become a body 
corporate of this state, under the general law provided 
for corporations. All banks doing business in this state, 
which may become members of such association, shall 
have the right to voluntarily withdraw from such clear- 
ing house association, subject to the discharge of its 
obligations to the association and the members thereof. 

The charter or articles of association, or the law 
under which such association is organized, must prohibit 
it and its officers and managers from exercising or at- 
tempting to exercise, directly or indirectly, any control 
or influence over its members thereof, or over the con- 
duct of their business, except as expressly authorized by 
its charter, and from making or attempting to make 
or enforce any rule, regulation, agreement or under- 
standing in respect to any of the following prescribed 
subjects : 


(1) The restriction or regulation of competition 
between the members of the association or any of them 


A new edition of the Key to the Numerical Sys- 
tem will be published by our official numbering agents 
about September 25. More and more banks are finding 
it desirable to own one of these books owing to the 
increase in the use of the System and also the new 
method of using the numbers in connection with the 


THE MISSISSIPPI CLEARING HOUSE LAW 


KEY TO THE NUMERICAL SYSTEM—THIRD EDITION 
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Pittsburgh, Pa. 


in any matter or thing connected with the business con- 
ducted by such members, or authorized to be done by 
them under their respective charters. 

(2) The fees, commissions or other compensationa 
chargeable by or payable to or to be charged by or paid 
to any member by its customers or otherwise for the 
collection by or through such members or its agent or 
correspondent of checks, drafts, notes or bills of ex- 
change drawn upon banks, bankers, trust companies or 
others that are not members of such associations, or that 
are outside of its boundaries. 

(3) The rates of discount or interest chargeable 
or to be charged by, or to be paid to, members on loans 
or discounts to or for customers or others. 

(4) The rates of interest to be allowed by mem- 
bers on deposits, and 

(5) The rates of exchange. 

A violation of this section by any bank or banks 
under the provisions of this act shall constitute a breach 
of law, and subject any such bank or banks to liquida- 
tion and forfeiture of their respective charters. 


We are indebted to one of our members for the 
following explanation of the law quoted above: 


“TI desire to say that the Legislature of the state of 
Mississippi did enact a law in 1914 prohibiting agree- 
ments on rates of exchange, collection charges and in- 
terest rates by clearing house associations. The Legis- 
lature did not, however, prohibit the organization’ of 
clearing houses in the state. The bill, as a matter of 
fact, was passed by the House of Representatives 
through an error of the clerk of the House. It had 
been stricken from the bill and was not read to the 
House when a vote was taken on the bill. It was, 
however, through error enrolled, and when the matter 
came up in the Senate the Legislature was so near the 
end of its session that the leaders in charge of the 
banking bill, in connection with which the clearing 
house enactment was passed, were afraid that any 
amendment to the banking bill might by some mischance 
cause a failure of the whole bill. For that reason no 
effort was made to eliminate from the bill that part of 
it limiting the activities of clearing houses of the state.” 


Cipher Code of ihe Association. The price of the book 
is $1.50, and it may be secured from the publishers, 
Rand-McNally & Company, Chicago, Ill. Members in 
the East may find it more convenient to write to the 
general offices of the Association at New York, where 
copies may be obtained at the same price. 
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STATE SECRETARIES SECTION 


OFFICERS OF THE STATE SECRETARIES ‘SECTION 


PRESIDENT 
W. W. BOWMAN, Secretary Kansas Association, 
Topeka, Kas. 
FIRST VICE-PRESIDENT 
HAYNES McFADDEN, Secretary Georgia Bankers Association, 
Atlanta, Ga. 


VERMONT SUMMER MEETING 


More than one hundred members of the Vermont 
Bankers Association assembled at Barre August 16, 
to attend 
After several hours’ enjoyment in the country, exer- 
cises were held in Howland Hall, where the visitors 
were welcomed by Frank G. Howland. A. H. Chand- 
ler, of Bellows Falls, responded, saying that he felt 
quite sure that all those who attended the convention 
in Barre several years ago had, if possible, returned 
for this occasion. 

Fred I. Kent, of the Bankers Trust Company, 
New York City, made a most interesting address on 
“Trade and Commerce,” and touched upon the com- 
mercial side of the European war and its effect on the 
financial conditions of the country. In his opinion 
wealth, not arms, would determine the outcome of 
the war. At the close of his address Mr. Kent was 


made an honorary member of the association. 


The meeting being largely in the nature of an 
outing many arrangements had been made for the 
pleasure of the visiting bankers. In the early after- 
noon an automobile trip was taken to the granite plants 
and to the quarries, after which luncheon was serve 
at the old Sprague homestead. 

At the conclusion of the business meeting a band 
concert was given, and this was followed by a banquet, 
which ended one of the most delightful summer out- 
ings in the history of the organization. 

The speaker of the evening was Congressman 
Frank L. Greene, of St. Albans. 


COLORADO CONVENTION 


The Colorado Bankers Association held its an- 
nual convention at Greeley August 18 and 19. The 
attendance was large and the sessions were of unusual 
interest. 

The officers elected are: President, Theodore G. 
Smith, vice-president International Trust Company, 
Denver; vice-president, J. M. B. Petrikin, assistant 
cashier First National Bank, Greeley; secretary, Paul 
Hardey, cashier Interstate Trust Company, Denver 
(re-elected) ; treasurer, A. M. Rex, cashier Kiowa 
State Bank, Kiowa. 

A meeting of members of the American Bankers 
Association in Colorado was held, at which the follow- 


the summer meeting of the association. 


SECOND VICE-PRESIDENT 
GEORGE D. BARTLETT, Secretary Wisconsin Bankers Association 
Milwaukee, Wis. F 


SECRETARY-TREASURER 
GEORGE H. RICHARDS, Secretary Minnesota Bankers Association 
Minneapolis, Minn. 


ing elections were made: Vice-President for Colorado, 
James C. Burger, cashier Hamilton National Bank, 
Denver; Member Nominating Committee, Theodore G. 
Smith, vice-president International Trust Company, 
Denver; Alternate, Harry M. Rubey, vice-president 
Woods-Rubey National Bank, Golden. 

Prominent speakers were: Hon. Charles S, 
Thomas, Hon. Alva Adams, Walter E. Wilson and 
Jerome Thralls. 


MR. HARRISON STILL SECRETARY 


W. B. Harrison is still secretary of the Oklahoma 
Bankers Association, notwithstanding the substitution 
of the name of C. K. Boardman for his in the August 
Journal-Bulletin. The error arose through a confusion 
of the two bankers associations in Oklahoma. The 
Journal-Bulletin makes this correction in justice to Mr. 
Harrison as well as for the purpose of setting the 
records straight. 


1916 MISSOURI MEETING 


Secretary W. F. Keyser announces that the 1916 
convention of the Missouri Bankers Association will 
be held on Tuesday and Wednesday, May 16th and 
17th. The place of the meeting has not yet been de- 
termined. 


CONVENTION CALENDAR 
Sept. 3-4 Montana Glacier National Park 
6-7 
“6-10 
20-22 
4-5 


6-7 


Washington 
Amer. Bankers Assn Seattle, Wash. 
Investment Bankers Assn....Denver, Col. 
New Mexico Roswell 
Kentucky 
12-13 Indiana 
18 District of Columbia (annual meeting), 
Washington, D. C. 


Indianapolis 


27-28 
Nov. 12-13 
Date not decided. National Association of Bank Super- 

visors Olympia, Wash. 
Date not decided. Farm Mortgage Bankers Associa- 
St. Louis, Mo. 


Nebraska 


Arizona 
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MONTANA CONVENTION 


The twelfth annual convention of the Montana 
Bankers Association was scheduled to be held at 
Glacier Park, September 3 and 4, as this issue of the 
Journal-Bulletin went to press. On the programme for 
addresses were: James K. Lynch, vice-president First 
National Bank of San Francisco and Vice-President 
American Bankers Association; P. W. Goebel, presi- 
dent Commercial National Bank of Kansas City, 
Kan.; George E. Allen, Educational Director American 
Institute of Banking; Gov. Theodore Wold, of the 
Federal Reserve Bank of Minneapolis, and others. A 
more detailed account will be given in the October 
ussue. 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


SEPTEMBER, 1915 


WASHINGTON CONVENTION 


The Washington Bankers Association held its 
twentieth annual convention at Seattle September 6 and 
7, the same week as the meeting of the American Bank- 
ers Association. As this issue of the Journal-Bulletin 
will be on the press when the sessions begin, it will 
not be possible to give a report until the October issue. 
Addresses were made by William A. Law, president 
First National Bank of Philadelphia and President 
American Bankers Association; E. R. Gurney, vice- 
president First National Bank of Fremont, Neb.; H. J. 
Dreher, assistant cashier Marshall & Ilsley Bank, Mil- 
waukee and ex-President American Institute of Bank- 
ing, and others. 


© ¢ © 


POSTAL SAVINGS BANK IN ARGENTINA 


The Argentine government has just incorporated 
a national savings bank (Caja Nacional de Ahorro 
Postal), writes Commercial Attaché Albert Hale, 
Buenos Aires. At the end of a week. there were in 
Buenos Aires 1,350 accounts, representing a total de- 
posit of $8,118, or an average of $6.01 per account. | 

The administration of the postal savings bank is 
in the Ministry of the Interior and has an adminis- 
trative council composed of the Director General of 
the Postal and Telegraph Department, the presidents 
of the National Council of Education and of the 
National Department of Labor, and a representative 
from the Bank of the Nation (Banco de la Nacion). 

The government guarantees all deposits and the 
accruing interest according to law. Deposits cannot 
be attached. The same deposit book serves for both 
the deposit and withdrawal of money in any desig: 
nated office in the Republic. The account is opened 


by depositing one paper peso ($0.4246), but after that 
sums as low as five centavos (about $0.02) can be 
entered by the purchase of a stamp, and when the 
amount reaches one peso it can be transferred to the 
deposit book. Married women and minors of respon- 
sible age have indeperdent control of their deposits. 
Eighty-five per cent. of the moneys deposited is se- 
cured by national public funds and fifteen per cent. 
remains in the Bank of the Nation on current account. 
Interest is paid on December 31 of each year, when 
it is then added ito the original account, thus making 
the process one of compound interest. Withdrawals 
can be made in any part of the country, even by téle- 
graph if the emergency should arise. There is pro- 
vision for using this postal savings bank by charitable 
and other fiduciary institutions, and for blind and 
ignorant persons, whose signature must be properly 
verified. 
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AGRICULTRAL CREDITS IN URUGUAY 


The Bank of the Republic of Uruguay has set 
aside a fund of 120,000 pesos ($124,000), writes Secre- 
tary of American Legation H. F. Arthur Schoenfeld, 
Montevideo, to be used for the extension of agri- 
cultural credits, with particular reference to wheat 
raising. This sum has been equally divided between 
the Comisién de Fomento of the Uruguay Central 
Railway and the National Seed Commission. 

’ Managers of the branches of the bank have been 
instructed to investigate the character and ability of 
farmers seeking agricultural loans and to report to 
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the bank. If the reports received from the branches 
of the bank prove satisfactory, a credit not to exceed 
a maximum of the cost of a metric ton (2,204.6 
pounds) of wheat will be extended, and the farmer is 
to apply to one of the commissions named for a cor- 
responding amount of seed wheat, properly selected 
and pure. The credit thus extended constitutes a lien 
on the product at harvest time. 

The decision of the Bank of the Republic to estab- 
lish a working plan of rural credit has met with very 
favorable comment. 


| 
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LIBRARY DEPARTMENT 


MARIAN 


R. GLENN, LIBRARIAN 


KEEPING UP WITH THE TIMES 


An increasing number of requests. are coming to 
the Library for information on subjects of current in- 
terest not directly related to banking. While the 
Library cannot attempt to keep a complete file of refer- 
ence material on all phases of economics, an effort is 
made to have the most important public questions rep- 
resented in the loan files by at least a few articles and 
clippings. Bankers who want ito keep posted on such 


subjects as the following, for instance, can secure from 
the Library material on Foreign Trade, Commercial 
Development, South America, Government Regulation 
of Industry, Shipping, Government and Municipal 
Ownership, Taxation, Foreign Investment discussion, 
the effect of the European War on banking and eco- 
nomic conditions here and abroad, with additional ar- 
ticles on War Financing. 


WHAT BANKS ARE DOING FOR AGRICULTURE 


“The work the country banks are doing for better 
agriculture deserves to be more widely known,” says The 
Annalist, “The Agricultural Commission of the Ameri- 
can Bankers Association supports ‘The Banker-Farmer,’ 
a publication wholly and very intelligently devoted to a 
propaganda for improving rural life. It is produced by 
B. F. Harris, himself a banker, to whom editing is a 
joyous avocation. He has the enthusiasm which comes 
of the essential faith—the faith that what one is doing 
is the thing most worth while in the world for him to 
do. With his paper he has stirred up a great feeling for 
the soil among the bankers of the West. He loves it 
himself and knows its potentialities, and that is why he 
can impart enthusiasm to others and make banks all over 
the country buy The Banker-Farmer in gross lots for 


distribution. It does not carry any advertising; bank- 
ers subsidize it. They began by thinking it a kind ot 
philanthropy or something that they were doing for 
agriculture, and they have learned that they support it 
for a selfish reason, which is safer. Any intelligent in- 
vestment a bank can make in the improvement of agri- 
culture is bound to pay. Indeed, some banks are now 
so clear as to this that they spend their money directly 
for newspaper advertising. 

“The results are indirect and deferred. The bank 
has no merchandise to sell that can be advertised to con- 
sumers. Its commodity is credit, and credit has first to 
be created before it can be bought or sold. But the in- 
terests of a bank are inseparable from those of the com- 
munity in which it exists.” 


MORTUARY RECORD OF ASSOCIATION MEMBERS 


COLVIN, SMITH M.—Cashier Peoples Bank, Hamburg, N. Y. 
CONRAD, JACOB B.—President Merchants Bank, Daytona, Fila. 
CURTIS, GEORGE M.—Director Home National Bank; Meriden Savings Bank; Meriden Trust & 


Safe Deposit Company, Meriden, Conn. 


DWORMAN, SAMUEL L.—President First National Bank, Brownsville, Tex. 

GIRARD, MARCES. —Cashier French-American Bank of Savings, San Francisco, Cal. 

GRAY, ALONZO C.—Vice- president The Bank of Evansville, Evansville, Wis. 
HAYNSWORTH, ROBERT F.—Vice-president National Bank of Sumter, Sumter, S. C. 
HOCKENHULL, ROBERT.—Vice-president Ayers National Bank, Jacksonville, Ill. 

HULIN, G. H.—Assistant cashier Importers & Traders National Bank, New York City. 
JACOBS, EDWARD L.—Assistant cashier Wells Fargo Nevada National Bank, San om 


JOHNSON, 


FRANKLIN L.—Assistant cashier Mercantile National Bank, St. Louis, Mo. 


JUDD, HENRY C.—Director Hartford-Aetna National Bank, Hartford, Conn. 
LOEB, AUGUST B.—President Tradesmens National Bank, Philadelphia, Pa. 
MILLER, J. WILL.—Cashier Bank of Oriental, Oriental, N. C. 

ROUTT, WILLIAM R.—Vice-president Elliott State Bank, Jacksonville, Ill. 
SANDS, J. FRED.—Of North & Company, Bankers, Unadilla, N. Y. 

SINCLAIR, D. J—President Union Savings Bank & Trust Company, Steubenville, O. 
SMILEY, CHARLES S.—Director Empire National Bank, Clarksburg, W. Va. 
SMITH, ‘CALEB W.—President Tattnail Bank, Reidsville, ’Ga. 

SPIES, AUGUSTUS.—President The First National Bank, Menominee, Mich. 


STATON, WILLIAM J. 


—Director Salisbury National Bank, Salisbury, Md. 


STOLTENBERG, CLAUS.—One of the founders of Farmers & Merchants Savings Bank, Daven- 


port, 


STONE, te W. —President De Smet National Bank, De Smet, S. Dak. 
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1916—Witu1am S. Evans (ex-officio), Henry & West, Philadelphia, Pa.; J, H. Daccerr (ex-officio), Marshall & Ilsley Bank, Mil- 
waukee, Wis.; W. O. Birp, Colorado National Bank, Denver, Colo.; Eucene J. Morris, Manayunk National Bank, Philadelphia, Pa.; 
Grorce H. Keesee, Federal Reserve Bank, Richmond, Va.; C. LeLanp Garrett & Sons, Baltimore, Md. 


1917—Rosert H, Bean (ex-officio), Old South Trust Company, Boston, Mass,; Franx C. Batt, Mississippi Valley Trust Company, 
St. Louis, Mo.; Franx B, Devereux, National Savings & Trust Company, Washington, D. C.; R. S. Hecut, Hibernia Bank & Trust 
Company, New Orleans, La.; Joun W. RuspecamP, Corn Exchange National Bank, Chicago, Ill. 

1918—S. D. Becxtey, City National Bank, Dallas, Texas; Harry E. Hesranx, Union National Bank, Pittsburgh, Pa.; R. H. 
MacMicuaeEt, Dexter Horton Trust & Savings Bank, Seattle, Wash; R, A. NeweL, First National Bank, San Francisco, Cal. 


OFFICERS OF THE INSTITUTE. 


President, Ropert H. Bean, Old South Trust Company, Boston, Mass.; Vice-President, J. 
Milwaukee, Wis. Educational Director, Gzorce E. ALLEN, Five Nassau Street, New York City. Board of Regents—O. M. W. 
SPRAGUE, Chairman, Professor of Banking and Finance in Harvard University, Cambridge, Mass.; E. W. Kemmerer, Professor of 
Banking and Economics in Princeton University, Princeton, N. J.;_Harotp J. Drexer, Warshall & Ilsley Bank Milwaukee, Wis.; C. 
W. ALLENDOERFER, First National Bank, Kansas City, Mo.; Grorce E. ALLEN, Secretary, Five Nassau Street, New York City. 


H. Daccett, Marshall & Ilsley_ Bank, 
M. W. 


.SAN FRANCISCO RESOLUTIONS OF THE INSTITUTE 


Whereas, With this, its thirteenth annual convention, the American Institute of Banking has added 
another year of successful achievement to its already splendid record, having at all times adhered to Insti- 
tute ideals, and 

Whereas, This is evidenced by the number of delegates registered, notwithstanding the great distances 
traveled by most of them, and the manifest interest shown in attending the sessions in spite of numerous 
outside attractions, therefore be it ; 

Resolved, That this convention particularly indorses the efficiency of the Educational Director and the 
assistance rendered by the Board of Regents in maintaining and increasing the high educational standard. 
Be it further 

Resolved, That the thanks of this convention be extended to the chapters and clearing houses in the 
cities of Chicago, Kansas City, Pasadena, Los Angeles and San Diego for the excellent entertainment ren- 
dered the delegates and guests en route to the convention. Be it further 

Resolved, That the thanks of this convention be expressed to the members of the Program Commit- 
tee, who, under trying circumstances, provided such an excellent program, and that our thanks be officially 
tendered to the various speakers who have honored us by their presence. 

Resolved, That we highly appreciate the conscientious efforts and achievements of the retiring officers 
and committees during the past year. 

Resolved, That this Institute appreciates the recognition accorded it by the National City Bank of 
New York in providing a scholarship in foreign banking. Be it further 

Resolved, That our most sincere thanks be extended to the General Chairman and his committee, 
the sub-committees, the officers and the entire San Francisco Chapter for their elaborate entertainment, 
their unbounded Western hospitality and their continual thoughtfulness for our comfort and pleasure. 

Resolved further, That the trip to this convention has afforded the delegates unusual opportunities 
for observing the wonderful development of this section of our country, and has been exceptionally bene- 
ficial from an educational standpoint. 

Finally, We have found the developments and progress of this great city of the Golden West to ex- 
ceed our expectations, and shall ever remember its many beauties, the loyalty of its people and the gen- 


erosity of our friends within its gates. 
T. R. DURHAM, Chairman; 


D. P. CLIFFORD, 
I. L. BOURGEOIS, 


Committee on Resolutions. 
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the American Institute of Banking Section of 
the American Bankers Association is mani- 
fested in the resolutions printed on the preceding page. 

When President William S. Evans called the con- 
vention to order at 9.30 a. m. Wednesday, August 18, 
nearly all of the delegates were in their seats. An 
impressive invocation was delivered by Bishop William 
F. Nichols, whereupon Sylvester J. McAtee, secretary 
to Mayor James Rolph, Jr., welcomed the delegates to 
the Garden City. Mr. McAtee said: 

“The Mayor knows something of your purpose. 
The Mayor himself, incidentally, is a banker; he is a 
president of a bank here in San Francisco, the Mission 
Bank. He knows something of the purpose of your 
organization, that you are educational, that you are 
striving to educate your members in all ways that will 


4 HE spirit of the thirteenth annual convention of 


make them better fitted to deal with the great public 
and to disseminate information and education about 
banking among the public, and it does not require any 


words from me to commend such a purpose. We only 
need to say this, that you have proved yourself in your 
membership. 

“All Americans know that when the great crisis 
came in Europe a few Americans stood out to meet 
the situation, and one of those Americans was in Lon- 
don, and there he organized the great effort to take 
care of our own people in the turmoil and the con- 
fusion, when money could not be had, when people were 
without means, when American citizens were prac- 
tically destitute. It was an American; we knew it 
was an American, most of us, but probably the ma- 
jority of the people do not know that it was one of 
your charter members, Fred I. Kent, the first president 
of your Chicago Chapter. And it was he who, in good 
American fashion, went to the British authorities and 
organized the situation; and it was he and those asso- 
ciated with him who did bring order out of the great 
turmoil and relieve the stress of that time. When you 
can produce members of that sort surely you have 
proved your worth and you have proved what you can 
do; and we, as just ordinary citizens and not bankers 
at all, but just as citizens, can feel proud that the 
time produced, the need produced the man, and that 
the man was one of your members. As I say, these 
things are known to Mayor Rolph, and it is a pleasure 
on my part to stand before you here and to extend to 
you his greetings in behalf of San Francisco.” 


C. K. McIntosh, vice-president of the Bank of Cali- 
fornia, extended greetings on behalf of the banks of 
San Francisco. He said. “In all the fifteen years of 
your organization, of our organization, there have been 
none who had more interest in its progress and who 
had a firmer belief in the merits of its work than the 
bankers of this city. Fifteen years ago you adopted a 
policy that has been taken up in other fields of effort 
and is now one of the principal topics of discussion— 
the policy of preparedness. It was realized by you and 
by your predecessors that it was essential that those 
who were to fit themselves to be leaders and officers in 
this division of the great army of commercial industry 
must be trained, and training camps were established 
all over the land. We call them chapters, to be sure, 
but nevertheless they are training camps. The enroll- 
ment of those camps is in excess of 15,000 men. Those 
men are not being educated for aggressive and antag- 
onistic action. They best learn their lesson who learn 
that their purpose is one of intelligent co-operation, who 
learn that: their business, the banking end, is but one 
of the wheels in the whole machinery of business indus- 
try, that it does not serve its purpose unless it co-ordi- 
nates with the other wheels. They learn that profit is 
not the only thing. They learn that banks prosper as 
communities prosper, and that the best asset of the 
banker is the well-founded confidence of his com- 
munity in his fairness and in his spirit of co-operation 
in the community problems. We learn these things, 
and we miust teach these things—not teach them by any 
words of ours, not by mouthings from a rostrum, but 
teach them in our daily work and daily acts, and thus 
aid in dispelling that prejudice, that feeling of antag- 
onism born of ignorance, born of distrust, which has 
resulted in legislation also born of ignorance and sus- 
picion. We must aid in every way which is possible for 
us in the dispelling of those things. And it is to you 
that the country must look. You are the future heads 
and captains of this army, and as you act, so will the 
order be judged.” 

William A. Marcus, president of the San Francisco 
Chapter, welcomed the delegates in the following words: 

“On behalf of San Francisco Chapter I want to 
grip each one of you by the hand and tell you that our 
city is yours, our homes are open to you, and we want 
you to feel that in the Golden West each one of you 
has a warm place in the hearts of California. We are 
working in the midst of great events. Our mighty 
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nation is to take still greater part in the commerce and 
finance of the world. In the solution of new problems 
each one of us may have some share. To the earnest 
work of the Institute in this thirteenth annual conven- 
tion, to the comradeship of active and aggressive men 
and to the hospitality of our city I bid you, in the 
name of San Francisco Chapter, most cordial welcome.” 

C. W. Allendoerfer, Vice-Chairman of the Executive 
Council, responded as follows: 

“Mr. Marcus, representing the chapter; Mr. McAtee, 
representing the Mayor, and Mr. Mclnitosh, of the clear- 
ing house: It is with great pleasure that I reply, on 
behalf of the visiting delegates to the American Insti- 
tute of Banking convention, to your greetings. To us 
in the East and in the Middle West the sunset glow 
over the Alleghenies, the glorious sunset in the Middle 
Western plains, the splendor of the Rocky Mountain 
sunset, seeméd to lead us westward, seemed to indicate 
that beyond that golden glow there was a land where 
we should find all beautiful and splendid. From our 
towns and others in the Middle West we find trails 
leading to the West, trails made some seventy years ago 
by adventurers, by pioneers, by men of cold blood, who 
were coming toward this West; and we have followed 
those trails by a more convenient way—by the railroad; 
and we find here, at the end of our journey, a city of 
golden splendor set in a Paradise. We are happy to be 
here. We find here many fellows from our part of the 
country, no matter where our part of the country may 
be. There are many of them here. We used to think 


in the Middle West that we were the extreme type of 
American citizenship, because we were composed of the 
East and the South and the West and the North; but 
we find here a greater mixture of the American type, 
and they. seem to combine here, so far as we have gone, 
that wonderful hospitality of the South. Your banks 
have the conservatism of the East, and we admit that 


you have the progressiveness of the Middle West. We 
come, Mr. Marcus, not entirely, as you know, for pleas- 
ure to your wonderful country. We come here for 
serious deliberations, for the purpose of listening to this 
splendid program which our committee has prepared. 
We know that San Francisco Chapter will be benefited 
as much as we are by this wonderful meeting.” 

With characteristic thoughtfulness Col. Frederick 
E. Farnsworth, General Secretary of the American 
Bankers Association, sent a letter of the parent body. 
Everybody regretted that the Colonel could not be pres- 
ent in person owing to the necessity of making prepara- 
tions for the convention of the Association at Seattle, 
but President Evans read the communication amid fre- 
quent applause. Col. Farnsworth’s letter will be found 
on a subsequent page of the Journal-Bulletin. 

The communication of Col. Farnsworth was fol- 
lowed by the annual address of the President of the 
Institute, the report of the Executive Council and the 
report of the Board of Regents, all of which are pub- 
lished elsewhere in this issue of the JournabBulletin. 

Greetings were received from the Clearing House 


section of the American Bankers Association, and a 
Suitable telegram prepared by Mr. Bord was sent to the 
Colorado Bankers Association in session at Greeley. 

“On the Shortsightedness of Bankers” was the sub- 
ject of an able and timely address by James K. Lynch, 
vice-president of the First National Bank of San Fran- 
cisco and Vice-President of the American Bankers As- 
sociation. The wise words of Mr. Lynch are a valuable 
contribution to American financial literature and are 
published in full in subsequent pages of the Journal- 
Bulletin. 


THURSDAY’S SESSION 


Vice-President Thomas H. West presided at the ses- 
sion of the convention Thursday, August 19. The invo- 
cation was delivered by the Most Reverend Archbishop 
Hanna. An instructive address on “Branch Banking 
and Trade Relations with South America,” written by 
W. S. Kies, manager of the foreign trade department 
of the National City Bank of New York, was read by 
J. A. Seaborg, president of New York Chapter. The 
address of Mr. Kies is an expert exposition of South 
American conditions and should be read by every stu- 
dent of foreign banking or any other kind of banking. 
Tt is published elsewhere in this issue of the Journal- 
Bulletin. 

Following the address of Mr. Kies was a sym- 
posium on “New Practices.” The formal papers pre- 
sented were as follows: 

“State Banks and the Federal Reserve System”— 
E. G. McWilliam, manager department of publicity and 
new business, Security Trust and Savings Bank, Los 
Angeles. 

“National Banks and the Federal Reserve System” 
—Frank C. Mortimer, cashier First National Bank, 
Berkeley, Cal. 

“The Federal Reserve Bank and Its Influence on 
Credit Methods”—Russell Lowry, deputy governor Fed- 
eral Reserve Bank of San Francisco. 

John Perrin, of the Federal Reserve Bank of San 
Francisco, and Breckenridge Jones, president of the 
Mississippi Valley Trust Company of St. Louis, were 
present as guests of the Institute, and participated in the 
discussion that followed the formal papers. The sym- 
posium was of exceptional interest and will be reported 
in the October issue of the Journal-Bulletin. 


FRIDAY’S SESSION 


President Evans presided at the session Friday, 
August 20. The invocation was pronounced by Rabbi 
Nieto. 

Dr. Samuel Williston, of Harvard University, 
author of the Institute text-book on law, delivered an 
address on “Law, Justice and Morality,” in which he 
considered the paramount questions of the day from 
the viewpoint of legal evolution. Dr. Williston’s ad- 
dress was a Classic. 

Dr. David P. Barrows, of the University of Cali- 
fornia, explained in an unprejudiced but vivid way “The 
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Finances of the State of Chihuahua Under General 
Villa.” While not underestimating present conditions 
in Mexico, Dr. Barrows was optimistic as to the future. 

Breckenridge Jones, president of the Mississippi 
Valley Trust Company, spoke of the necessity of Insti- 
tute education and referred to specific cases of profes- 
sional success due to Institute work. 

The following resolutions submitted by Mr. Dreher, 
of Milwaukee, were adopted with enthusiastic demon- 
strations of approval: 


At the Richmond convention of the American Insti- 
tute of Banking a resclution was carried looking toward 
the establishment of a permanent agency for properly 
taking care of the bank man suffering from physicai 
breakdown. 


In the development of the idea contained in said 
resolution, a permanent commission has been organized 
known as the Bankers Health Commission, which coni- 
mission is undertaking to better the physical condition 
of the bank man by preventative measures and a system 
of physical instruction, as well as taking care of bank 
men after physical breakdown has occurred. 


It is recognized that no system is more capable of 
insuring to men proper physical condition than the drill 
and setting up exercises of the United States Army. 


By reason of the European war the American people 
have clearly realized that a proper system of defense 
must be provided against the time when the nation’s 
engaa may be threatened or imperilled by a hostile 
orce. 

The nations of Europe have long realized that a 
citizen soldiery is the surest defense of a nation’s honor, 
and in their systems of military training have developed 
men physically strong and submissive to proper dis- 
cipline, which are attributes equally valuable in times 
of peace as of war. 


No body of men by reason of age, physical condi- 
tion, intelligence and hours of employment are more 
capable of undertaking military training than the mem- 
bers of the American Institute of Banking. 

Therefore, be it resolved, that the American Insti- 
tute of Banking, in convention assembled, does hereby 
place itself on record in favor of the efforts now being 
made to train up an adequate citizen soldiery under such 
limitations as will forever preserve the subordination of 
the military to the civil power. 

And be it further resolved, That the Chapters of 
the Institute advance the idea of military training, under 
Chapter auspices, amongst their members in order that 
physical benefits may accrue to individual members there- 
of, and that our country may understand that in times 
of need it may depend upon the bank men of the country. 


The election of officers resulted as follows: Presi- 


dent, Robert H. Bean, of Boston; Vice-President, se 
H. Daggett, of Milwaukee; members Executive Coun- 
H. E, 


cil for three-year term, S. D. Beckley, Dallas; 


ROBERT H. BEAN, 
Newly Elected President of the Institute. 
Hebrank, Pittsburgh; R. H. MacMichael, Seattle; R. 
A. Newell, San Francisco; member Executive Council 
for one-year term, Leland Getz, Baltimore. 
Cincinnati was selected as the next convention city. 


ADDRESS OF THE PRESIDENT 


WILLIAM 8. EVANS 


The end of another year of Institute activity will 
be recorded with the close of this convention. Here 
we may approximate an inventory of the program made 
within the last year. Here we are gathered to render 
an account of the stewardship entrusted to us; to 
inquire diligently into the motives that have influenced 
the conduct of those charged with a solemn trust and 
render calm judgment thereon. Here we seek right- 
eous inspiration for new activities leading into larger 
responsibilities and contributing in larger measure to 
the welfare of the world about us. 

Service in every branch of human activity being 
rewarded in proportion to the good rendered to so- 
ciety, institutions as well as individuals must constant- 
ly widen their influence for good, or retrogression in- 


evitably takes place. If the affairs of the Institute be 
properly administered as each year passes, the momen- 
tum must be forward, and the journey quickened 
toward that ideal goal of perfection which should be 
always striven for, but never attained. 

A brief survey of the past year discloses the selec- 
tion and organization of the Board of Regents, recom- 
mended and authorized the previous year. Upon this 
board devolves the responsibility of revising and en- 
larging the course of instruction, and in discharging 
this duty they have caused the lessons in Part II per- 
taining to law to be codified and assembled in book 
form for more effective use in Chapter work. They 
are likewise at work upon a similar codification of the 
lessons in Part I pertaining to banking, introducing 
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therein such additions as recent changes have made 
necessary or desirable. 


With few exceptions the various Chapters record 
good results accomplished and close the year in pros- 
perous condition. The Institute now consists of sixty 
Chapters whose combined membership is 15,606, in- 
cluding 1,339 Correspondence Chapter students. A year 
ago the total membership was 14,163, including 932 Cor- 
respondence Chapter students. This shows a substan- 
tial increase since the previous convention. The grad- 
uates now number 1,510, an increase of 373 for the 
year. The added interest taken by members from the 
country districts, indicated by the greater number en- 
rolled in Correspondence Chapter work, is particularly 
gratifying. 

In several states appropriate steps have been taken 
by state associations to admit regularly organized Chap- 
ters to active membership therein. The opportunity to 
become affiliated with these associations of bankers is 
of incalculable value to Institute members and Chapters 
should not fail to become allied therewith. In some 
states part of the convention program each year is 
allotted to Chapter men, and the number in attendance 
at these sessions testifies to the interest commanded. 


There still remain 16 Chapters which have failed 
to take out membership in the American Bankers As- 
sociation. 

For some unaccountable reason Institute graduates 
have not made the progress in post-graduate work that 
was logically expected and earnestly hoped for. Not- 
withstanding strenuous efforts on the part of the Post- 
Graduate Committee to stimulate interest in post-grad- 
uate work, candor compels the regretable conclusion 
that the year brought very few theses to be judged for 
the post-graduate degree. Whatever be the reason 
thereof, the indisputable fact remains that the success- 
ful pursuit of the post-graduate work is a logical con- 
tinuation of Institute helpfulness and a necessary part 
of thorough banking education. 


American bankers have had many problems to en- 
counter during the last twelve months—problems that 
have been entirely new and ones that have emphasized 
the great need for knowledge—a competent, practical 
knowledge—of foreign banking. Realizing that some- 
thing more than a theoretical understanding of inter- 
national banking transactions was absolutely essential, 
an arrangement has been made with the National City 
Bank of New York City that will provide a highly valu- 
able opportunity to members of the Institute to acquire 
experience and become proficient in foreign branch 
banking as conducted by a typical American bank. 
This arrangement is set forth in the following agree- 
ment. 

“An agreement has been made with the National 
City Bank of New York City whereby said bank has 
agreed to give a ‘Scholarship in Foreign Banking’ at one 
of its foreign branches to one graduate’of the American 
Institute of Banking section of the American Bankers 
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Association each year, said scholarship to be for a term 
of two years, or for such other period as may be mu- 
tually agreed upon between said graduate and the bank, 
and at a salary at least covering comfortable living 
expenses at the place of employment, and the bank will 
further pay the expenses of the graduate from his place 
of residence in this country to the foreign branch. The 
holder of the scholarship shall be subject to the rules 
and regulations governing the employes of the bank 
in its foreign service. 

“The selection of the graduate to whom this schol- 
arship will be awarded shall be left to the uncontrolled 
discretion, jointly, of the President and Educational 
Director of the Institute at the time the selection is 
made, and in awarding the scholarship due considera- 
tion will be given to the qualifications that are essen- 
tial in a banker; but before anyone will be considezed 
for this honor he shall have complied with the follow- 
ing requirements: (1) He shall be at least twenty-one 
years of age; (2) He shall enroll wih the Educational 
Director as a candidate; (3) He shall have completed 
the prescribed Institute study course and have obtained 
the Institute certificate. 

“It is not necessary for a candidate to be able to 
read or write a foreign language, but while that will 
be helpful, it is more important that he give special 
attention to the study of credits, foreign exchange, com- 
mercial geography and geographical demands giving 
rise to foreign trade.” 

It has also been arranged with the same bank that 
the President and Educational Director of the Institute 
may nominate annually two ‘additional graduates for 
consideration by the bank for similar employment, but 
the bank will be under no obligation to extend em- 
ployment thereto. 

The object of this plan is to encourage young men 
to apply themselves in obtaining knowledge about for- 
eign banking, and the opportunity is here afforded to 
obtain practical experience therein, to the end that there 
may be developed a corps of young American bankers 
who will be skilled in the technique of foreign banking. 

Cizcumstances demand that rapid strides be made 
by young Americans in equipping themselves to com- 
pete successfully with more skilfully organized foreign 
bankers. The business of financing international trade 
presents limitless possibilities. We must prepare our- 
selves to handle this business on a sound basis and in 
a manner acceptable to trade interests. The large 
volume of foreign trade now coming to us should not 
be diverted later for want of either capable minds or 
lack of appropriate facilities. It is within the power 
of our people to abundantly supply both if we will but 
grasp the opportunity, and the American Institute of 
Banking must not fail to do its full share in disciplining 
young men in this highly important work. 

We should proceed deliberately but determinedly 
to place our graduates in the same enviable position 
with respect to foreign banking that they now enjoy 
in our banking circles at home. 
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REPORT OF THE EXECUTIVE COUNCIL 


ROBERT H. BEAN, CHAIRMAN — 


The American Institute of Banking meets in con- 
vention today for the first time with but one class of 
members—a class of men democratic in ideas, pos- 
sessed of the highest purposes and loyal to the Insti- 
tute in whatever it undertakes. 


Since the reading of the last report of the Execu- 
tive Council there have occurred some vital changes in 
Institute affairs affecting the executive and educational 
departments, and we find ourselves today on the ‘high- 
way of real efficiency as the result of the long laid 
plans which have come to partial fruition under the 
present administration. 

For some years it has been a recognized fact that 
the body politic must purge itself ofall that would 
tend to narrow or limit in scope and importance the 
efforts of our administrative officers. Plans which had 
for their purpose the broadening and uplifting of ow 
educational work had long been considered. The elim- 
ination of all unnecessary administrative machinery, 
putting the actual control into the hands of a few, was 
a recognition of the better thought of the best brains 
in the Institute. 

The results of this almost revolutionary develop- 
ment will gratify the most critical and should bring 
to the support of the organization in all its work both 
the veteran and his less experienced co-worker. 

Determined to seek and obtain the best minds 
available to guide and counsel, in all matters affecting 
the educational work, the Institute at its meeting one 
year ago authorized by constitutional amendment the 
appointment of a Board of Regents. These appoint- 
ments were made immediately after the convention, 
and we have had the co-operation, through the year, 
of Professor Sprague, of Harvard, and Professor 
Kemmerer, of Princeton, working with Messrs. Allen- 
doerfer and former President Dreher, in the develop- 
ment of our study courses. The benefits to be de- 
rived from such a board, composed as it is of men of 
wide experience as practical bankers and eminently 
successful educators, cannot be estimated, nor can we 
foresee at such close range the far-reaching effect upon 
the future of the Institute. 


President Evans has referred to the new arrange- 
ment of the study courses and the new dress in which 
they will appear. We believe this to be a change that 
has long been desired, and we confidently believe that 
there will be a marked increase in the number of 
students one year hence. 

It is especially desirable that during the coming 
season the chapters make an effort to conform to the 
new arrangement, and so bring a uniformity in lesson 
work that has been lacking heretofore. 

The law book is now ready for distribution an 
many of the largest chapters have ordered copies to 
be used in classes during the coming season. 


The books covering the banking part of the study 
course will be probably ready by the first of January, 
thus placing before the Institute student within a year 
a set of books covering the profession in which he is 
engaged, which will be as good as brains and money 
can produce. 

Finding the duties in the office of the Educational 
Director becoming increasingly burdensome, the Coun- 
cil at its meeting in Dallas appointed an Assistant to 
the Educational Director. We were extremely fortu- 
nate in securing the services of Mr. O. Howard Wolfe, 
who has been a willing and valuable servant of the 
Institute for many years. During the larger part of 
this year Mr. Wolfe was of great assistance to the 
Educational Director, and it was hoped that he would 
be able to serve for some time to come. It is impos- 
sible, however, to hide genius for any considerable 
length of time, and his ability was soon recognized 
beyond the bounds of Institute activity. In June of 
this year he was called to an executive position in the 
Philadelphia National Bank. His resignation has been 
accepted by the Council, accompanied by expressions 
both of congratulations and regret, and the question 
of his successor is under consideration. 


Before passing from this momentary reference to 
the executive offices of the Institute, the Council wishes 
to record its voice of commendation for the work done 
by the Educational Director. Realizing full well the 
impossible task of meeting the desires of many minds 
among our members, we have witnessed a constant and 
unflinching effort to maintain the high standard of 
Institute ideals, and a purpose of bringing about at all 
times the greatest good for the greatest number. 


During the past year the Institute has experienced 
a marked growth in members. While the number of 
chapters remains at sixty, the combined membership is 
now 15,606, which includes 1,339 Correspondence Chap- 
ter students. This is a gain for the year of 1,548, of 
which gain 407 was in the Correspondence Chapter. 
The number of Institute graduates has increased 373, 
and now stands as 1,510. There has been a steady in- 
crease in membership in the larger and more success- 
ful chapters. This has been a natural and sure result 
of a persistent effort to maintain the standard set by 
previous administrations in the matter of systematic 
educational work for ambitious bank men. 

For the smaller cities where the number of men 
employed in banks does not warrant the belief that a 
chapter would be successful, we strongly urge the for- 
mation of study classes which would be enrolled in 
the Correspondence Chapter, and whose educational 
work would be directed and supervised by the Educa- 
tional Director. This method is fast heing recognized 
as the proper solution of how best to give to the 
bank man somewhat removed from the larger cen- 
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ters the training in banking matters which he seeks. 

In conclusion, we are at the end of a year made 
noteworthy by the positive advancement in all depart- 
ments. The recognition of Institute ability as recorded 
in scores of instances through elevation to executive 
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positions is the source of gratitude, and with the aid 
of wise counselors, the sober thought and earnest co- 
operation of our Alumni, the graduates, should insure 
a future of unlimited usefulness in the American Insti- 


_tute of Banking. 


REPORT OF THE BOARD OF REGENTS 


O. M. W. SPRAGUE, CHAIRMAN 


Your Board of Regents has considered the text 
literature and collateral exercises that constitute the 
Institute course of study and found no occasion for any 
radical change in such educational work as conducted in 


recent years. The Federal Reserve Act, however, has 


necessitated revision of Part I pertaining to banking 
und certain pedagogical difficulties in the legal text have 
demonstrated the expediency of also revising Part II 


of the study course. In publishing Institute text litera- 
ture in revised form your Board of Regents have deemed 
it advisable to embody Part I in two volumes entitled 
“Banks and Banking,” and “Loans and Investments,” 
and to embody Part II in two volumes entitled “Com- 
mercial Law,’ and “Negotiable Instruments.” Your 
Regents also deemed it advisable to have the revised 
text-books substantially bound in buckram instead of 
in paper as heretofore. In accordance with the plan 
thus described the text-books on “Commercial Law” and 
“Negotiable Instruments” have already been issued, and 
the work of revising the text-books on “Banks and Bank- 
ing’ and “Loans and Investments” is well under way, 
but the exact time of their publication cannot now be 
stated. Under the circumstances all Chapters are urged 
to undertake Part II of the Institute study course dur- 
ing the coming season, and postpone consideration of 
Part I pertaining to banking until the revised text- 
books are available. The character and scope of the re- 


vised text-books on law may be judged from the fol- 
lowing table of contents: 


COMMERCIAL LAW. 

Chapter. 
I. Contracts—Mutual Assent 

Contracts—Consideration 
Contracts Unenforceable for Lack of Writ- 
ing or for Incapacity 
Performance of Contracts 
Assignment and Discharge of Contracts.... 
Agency 
Partners, Trustees and Executors.......... 112 
Corporations 
Sales of Personal Property 
Sales of Real Property 
Mortgages and Similar Transactions....... 183 
Carriers and Bills of Lading.............. 230 
Bills of Lading, Continued—Warehouse Re- 
ceipts—Safe Deposit Companies 
Insolvency and Bankruptey .............. 267 
NEGOTIABLE INSTRUMENTS. 

Chapter. Pa 
I. Introduction to a Study of the Negotiable 
Instruments Law 

II. Negotiable Instruments in General 

IV. Promissory Notes and Checks............. p+ 

V. General Provisions of the Law ‘ 

VI. Supplementary Topics y 
Vil. State and Territorial Section Numbers..... 2 
VIII. Practical Exercises 

Respectfully submitted, 
O. M. W. Spracvue, C. W. ALLENDOERFER, 
BE. W. KEMMERER, H. J. DREHER, 
GEORGE ALLEN. 


GREETINGS FROM FRED. E. FARNSWORTH 


It is with much regret that I am again compelled 
to be absent from one of your most important conven- 
tions, owing to the fact that the annual convention of 
the American Bankers Association occurs so soon after 
your sessions; and the important work which must be 
completed before I leave for the West. 

I know that your Convention (like all of its prede- 
cessors) will be important, well attended and handled 
in your usual business-like way. I congratulate you 
and wish you all continued success. 

Since the American Institute of Banking held its 
last convention, there has been in progress a revolu- 
tion in the banking business of the country. If the 
revolution continues in progress long enough, it will 
become evolution; and, by the operation of this natural 
process out of the banking methods of last year and 
this year, will develop a new system of banking in 
which the relations of banks to the public, of the public 


to the banks, and of the bankers to each other, will be 
radically changed. 

In this revolutionary or evolutionary process, the 
Federal Reserve Act is now perhaps the matter of 
chief importance, but it is not a matter that is all im- 
portant. 

The Federal Reserve Act in itself is only the be- 
ginning of a new era. The act itself is being devel- 
oped by interpretation and the issuance of the regula- 
tions by the Federal Reserve Board for which it makes 
provision. 

These regulations, once they are promulgated, be- 
come integral parts of the banking system and rules 
for its conduct, so far as the banks which are mem- 
bers of the system are concerned. 

If the rules and regulations of the Federal Reserve 
Board are based on a correct interpretation of the act 
and a correct understanding of the banking needs of 
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the country, there will be an orderly development under 
the new system—a development which will correspond 
with the nicest exactitude to the needs of the country. 

If, however, the interpretation and construction of 
the act are mistaken or defective, it will be necessary 
to make corrections before an exact nicety in the 
application of the act can be secured. 

It is almost needless to say that in a country where 
all sorts of financial fallacies have been under serious 
discussion for half a century, there is grave danger of 
banking ineptitudes. The situation in this respect is 
apparently not precarious, but it will become still less 
precarious as the knowledge of both the technique and 
philosophy of banking become more familiar, not only 
to those who are engaged in the business, but to the 
people generally. 

As I have stated, the Federal Reserve Act and its 
application and interpretation are probably the most 
important elements in the evolution of the banking sys- 
tem of the country; but, as a sort of by-product of the 
act, has come a wide and growing desire on the part 
of bankers to know more about banking. This is the 
most hopeful sign of the year. 

Heretofore, in this country, under the independent 
banking system in which there has been much demo- 
cratic pride, there was an assumption that any man 
who had succeeded in any kind of business was en- 
tirely competent to direct the operations and destinies 
of a bank. The ranks of the bankers have been largely 
recruited from the ranks of the business men who had 
succeeded in other lines. The work they have done 
is not tobe belittled; but in the new scheme of things, 
the necessity for training and education will become 
constantly more apparent. . 

Shali I refer to the Canadian system, under which 
bankers are trained for their work? In our northern 
ieighbor the boys who are destined to become bankers 
are taken at an early age, and when they have become 
familiar with the routine of the banking office, they are 
made managers or assistant managers of a branch 
bank, possibly in an isolated and remote town. 

In that location, while due attention is given to the 
particular needs of the community the branch bank 
serves, the branch employe sees approval or disap- 
proval of his work in the head office, and his line of 
promotion leads surely in that direction. 

No matter how inconsequential a particular act 
of service may be, it is performed with a conscious or 
sub-conscious idea that it is related to and affects the 
credit business of the whole country. 

In England the rural banker operates with the 
same idea in mind. Money profit is not the one con- 
sideration. In fact, so homogeneous is the English 
banking system and so clear is the understanding and 
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so great the confidence of the people that the English 
bankers have not infrequently reared a credit struc- 
ture, apparently out of all proportion to its foundation. 


If confidence and gold form the basis of the gen- 
eral scheme of banking, the dependence on public con- 
fidence in England and in Canada is very much greater 
than in the United States. 

Under the new banking system (which is in process 
of development in this country) the banker must—if 
he will meet competition and survive it—have the 
broadest possible knowledge of the banking business, 
of credit, of commerce, and of political economy. 


The men in this country who have devoted long 
years of service to banking and who have succeeded 
in their chosen field, undoubtedly have this informa- 
tion, but they have acquired it by the slow process in 
the ‘hard school of experience. 


Many of them possibly could not make an analysis 
of the reasons which moved them to action—and yet, 
their action would be right. 

The young banker, with opportunities for jearning 
which were denied to those of the preceding genera- 
tion, can build on the secure foundation of analytical 
reason. 

He will know exactly why he does a thing when 
he does it. He will not have to experiment. He will 
not look back over a trail of mistakes in an effort to 
ascertain the causes to which he should give present 
weight. He will grow more rapidly by experience. 
He will reach maturity of his powers at an earlier age. 
He will be a better banker. 

It is this opportunity to which I wish to call your 
attention. It is the obligation that is imposed upon 
you as members of the American Institute of Banking. 
In you is the hope of the future. Your task is not a 
small one. Civilization grows more complex with each 
passing year. Business grows more complex. The 
day of the financial and industrial individual giant is 
gone. It will never return. The work of the future 
will be done by organization and the men who give an 
organization efficiency and power may not be known 
beyond their office doors; but their work will be even 
more arduous and more exacting and there will be no 
opportunity for them to correct mistakes. 

The Institute is doing greater work than the law- 
makers or those who are interpreting the new banking 
law. It is rearing up better bankers, and for that 
reason, in the future, there will be better banking no 
matter what the law may be. 

With kindest personal regards to one and all, 

Sincerely, 
Frep, E. Farnswortu, General Secretary, 
American Bankers Association. 


| 
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REPORT OF COMMITTEE ON PUBLIC AFFAIRS 


E. G. McWILLIAM, CHAIRMAN 


After nearly two years of preliminary work your 
Committee on Public Affairs has the honor to report 
that the Institute is rapidly becoming a factor in public 
affairs in the communities of many Chapters, and that 
great progress has been made in this work during the 

year. 
et communication was recently addressed to all 
Chapter Presidents, asking information as to what their 
respective Chapters had done during the past year in 
the work of the Committee on Public Affairs, and the 
following brief reports from many Chapters may be 
interesting : 

BALTIMORE.—Public Affairs Committee was ap- 
pointed late last spring. Matter was brought to the 
attention of the Maryland Bankers Association at its 
last convention, and requests for speakers resulted. The 
work will be aggressively forwarded not merely in Balti- 
more but throughout the state. 

BIRMINGHAM.—A start has been made and several 
debates arranged. The work will again be taken up in 
September. 

Boston.—While nothing has as yet been done in the 
name of a Public Affairs Committee, this Chapter has a 
Legislative Committee which keeps the Chapter informed 
as to all legislation both national and state. This work 
is in line with public affairs. A strong debate commit- 
tee has also been appointed, which committee may be 
developed into a Public Affairs Committee. 

BuFFALO.—A parliamentary class has been con- 
ducted during the past season with a view to training 
members to speak in public upon banking subjects. Two 
members of this Chapter have already been called upon 
several times for such addresses. 

Cuicaco.—While Public Affairs were not taken up 
systematically last year, the Forum and Debate Society 
were conducted with a view to leading up to that work. 
Last year’s president made about twenty-five addresses 
upon banking subjects, principally before the high schools 
of Chicago, but also in Cleveland and St. Paul and at 
several group meetings of the Illinois Bankers Associa- 
tion. 

CINCINNATI.—Work was not begun until late in 
February but much was accomplished along lines of 
Thrift. Permission was obtained from the School Board 
to install the School Savings System, and talks were 
given upon the subject of Thrift before the Principals’ 
Association, Mothers Clubs, Social Center Clubs and 
the public schools. Nine schools have taken up the 
School Savings System and the rest of the schools it is 
expected will take it up next fall. 

Dayton.—No committee appointed, but work given 
a place in program for next season. 

DENVER.—The Committee on Public Affairs confined 
its efforts to organizing the Forum, where men were 
trained in public speaking in conjunction with post- 
graduate work. Upon request the Federal Reserve Act 
was discussed by one of the past presidents before two 
high schools. This work will be pushed during next 
season, as the Chapter is now in a position to furnish 
men competent to discuss banking subjects in public. 

Derroir.—Organized public speaking and debating 
class, which enjoyed a successful season. During com- 
ing year same will be enlarged to include Public Affairs 
work. 

Fort Smiru.—Members of this Chapter addressed 
the high school students upon Thrift, and other bodies, 
including a group of the Arkansas Bankers Association, 
upon the Federal Reserve Act. 

Hartrorp.—A foundation has been laid for future 
work. Thrift Talks sent out by the Savings Bank Sec- 
tion American Bankers Association have been published 
in a newspaper every week and one public address has 
been delivered. More will be accomplished next season. 

Kansas City.—Two or three members of this Chap- 
ter have several times addressed public meetings upon 
banking subjects and others have consented to do so. A 
public speaking class will be organized this year for the 
especial purpose of preparing men for this work. 


_ MitwavuKEE.—The Forum of this Chapter has been 
laying a foundation for Public Affairs work and has pro- 
duced a larger number of associates of the Institute to 
date than any other Chapter. Next year a class in 
public speaking will be added, a Committee on Public 
Affairs appointed and an effort made to become a definite 
factor for good in the life of the community. 

MINNEAPOLIS.—No Public Affairs Committee has 
been appointed as yet, but members of this Chapter are 
serving upon the advisory committee for making up 
program of extension work of the University of Minne- 
sota, and the advisory committee of the Minneapolis 
Vocational Survey, which is making a survey of indus- 
tries to ascertain what the educational needs are and 
how the schools shall meet them. A banking course, 
during which Institute men will be called upon to lecture, 
is projected for next season, and a Public Affairs Com- 
mittee will be appointed. 


NEw ORLEANS.—A class in public speaking has been 
organized. Nothing of a public nature attempted as 
yet, but hope to have more to report next year as men 
gain confidence in this work. 


New YorK.—The special function of the Public Af- 
fairs Committee has been the teaching of practical bank- 
ing subjects to the general public, such as Thrift and 
Savings, Investments, the Bank Check, the Federal Re- 
serve Act, the Commercial Bank, the Savings Bank, etc. 
Forty-two lectures have been given in six of the high 
schools of the City of New York. The chairman of 
this committee attended three conferences composed of 
representatives from the Merchants Association, New 
York Chamber of Commerce and New York Board of 
Education to discuss the problem of ways and means 
by which students in high schools may be taught sub- 
jects which would better prepare them for business. On 
the whole, this manner of extending the influence of the 
Chapter has been most gratifying. 


PHILADELPHIA.—A series of eight lectures was de- 
livered beginning Tuesday evening, February 23, 1915, 
at the Central Branch of the Y. M. C. A. These meet- 
ings were open to the public and two subjects were dis- 
cussed at each meeting at weekly intervals of four 
weeks. Other lectures also by Chapter men were deliv- 
ered before church clubs and Boards of Trade. It is 
planned to extend the Y. M. C. A. course another year 
and also to reach the workers in some of the large 
manufacturing plants of the city. 


PoRTLAND.—Have organibed a_ public 
course preparatory to taking up Public Affairs. 


RicuMOND.—No committee, but some work accom- 
plished through public speaking class. One past presi- 
dent addressed the Virginia Bankers Association, and it 
is hoped that a number of men will have developed to 
the extent of appearing in public next season. 

RocuESTER.—Public Affairs work hampered last 
season by illness of instructor in public speaking. Men 
i be developed this year for public appearances and 
debates. 


SACRAMENTO.-—Expect to take up the work this year. 

San FRrancisco.—Public addresses have been given 
by a number of members on the following subjects: 

The Bank and the Community. 

The Borrower’s Statement. 

Bank Loans to Manufacturers. 

The Federal Reserve Banking System. 

Trade Development with South and Central America. 
About twenty members of our public speaking class 
have been in active training for this work. Most of 
their addresses up to this time have been delivered be- 
fore our own members. Arrangements have been made 
with the Board of Education for a series of financial 
talks before the public schools of San Francisco. In 
these talks an effort will be made to reach the parents 
of the pupils by holding evening meetings. 

SEATTLE.—A class in public speaking was success- 
fully conducted by a competent instructor. The class 


speaking 
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was limited to fifteen and was composed of eight junior 
bank officers and seven of the older Chapter men. Two 
public meetings were held and an address delivered at 
one ae the high schools. Realize the importance of the 
work. 

SyracuseE.—Three men have lectured before the 
class in economics at Syracuse University, and the pub- 
lie speaking class organized in 1914 has developed six 
men competent to do some of this work. 

Utica.—During the past year has maintained a 
class in public speaking under a competent instructor. 
Have men who are now competent to engage in the 
work and have supplied men as speaking before a num- 
ber of city organizations. A prominent citizen has do- 
nated a cup valued at $100 to be contested for in debates 
with Syracuse. 

While all this is very encouraging there are yet 
many Chapters located in cities where such work could 
be made very effective, which as yet have not taken it 
up, and strange as it may seem, letters were received 
from two or three Chapter Presidents which indicated 
an absolute ignorance of the objects toward which the 
Committee on Public Affairs is working. 

The Committee on Public Affairs was appointed to 
endeavor to make the Institute at large a greater factor 


for good throughout the country, and your committee 
suggested that this ui best be accomplished by under- 
taking the education of the public in the nature aud func 
tions of our financial institutions and in thrift. 

We believe that here lies a great opportunity for 
the Institute, and that it is gradually taking advantage 
of it is indicated by the activities of the various Chap- 
ters mentioned above, particularly those of San Fran- 
cisco, Philadelphia and New York, and that a degree 
of co-operation has been established with the Bureau 
of Commercial Economics, a philanthropic organization 
with headquarters in Washington, D. C., and having ag 
its objects the education of the public in commerce and 
economics and travel by means of motion pictures and 
lectures. 

We urge every Chapter to at least make a start 
toward educating their own members to participate in 
this work, and respectfully suggest that those Chapters 
seeking light upon the subject communicate with one or 
more of the Chapters mentioned in this report for the 
result of their practical experience. 

Respectfully submitted, 
E. G. Chairman, C. W. ALLENDOERFER, 
R. H. MacMIcHaEL, FRANK C. Mortimer, 
H. J. DREHER, RAYMOND B. Cox. 


REPORT OF POST-GRADUATE COMMITTEE 


R. S. HECHT, CHAIRMAN 


The Committee on Post-Graduate Education for the 
year 1913-1914 made the following recommendations to 
the Dallas convention with reference to the future de- 
velopment of Post-Graduate Education : 

1. That the present plan, under which the Post- 
Graduate Course has been conducted, be continued, sub- 
ject to the changes proposed. 

2. That the course be divided into two parts: 

(a) A permanent course on the History and 
Principles of Banking. 

(b) Special courses on important and timely 
topics; not less than two subjects to be selected an- 
nually, and syllabus to be prepared on each. 

3. That the subjects for the special courses for 
1914-1915 be 

(a) The Federal Reserve Act. 

(b) Foreign Exchange. 

4. That a limited number of reference books be 
adopted as the official list for each subject, together with 
a supplemental list for more exhaustive study. 

5. That the Forum be in charge of a trained edu- 
eator or properly qualified Institute graduate. 

6. That the Post-Graduate Committee select or ap- 
prove the five subjects for the theses. 

7. That the student be allowed to select as his 
subject for the thesis any important phase of the main 
subjects prescribed, provided, however, that it is first 
approved by the Educational Director. 

8. That the theses be in the hands of the Educa- 
tional Director by the first of June of each year. 

Your Post-Graduate Committee for the year 1914- 
1915, after carefully reviewing the entire subject of In- 
stitute education, reached the conclusion that the recom- 
mendations of its predecessors were excellent in every 
respect and the work for the past year was, therefore, 
planned out accordingly. 

Considerable emphasis was at all times laid on the 
necessity of dividing the general course into two distinct 
parts, namely, the permanent course in “History and 
Principles of Banking,” and the special courses suggested 
by last year’s committee covering the subjects of: 

(a): The Federal Reserve Act. 

(b) Foreign Exchange. 

There is no doubt that the various Forums which 
took up post-graduate work during the past year tried 
to follow the recommendations of the committee, but it 
appears that the permanent course in “History and Prin- 
ciples of Banking” was somewhat neglected in nearly 
every case, while, on the other hand, the special courses 
dealing with the questions of the present day aroused 


more interest than ever before. The experience in nearly 
all of the cities seems to have been that, no matter where 
the discussions of the evening may have started, they 
very soon turned to one or the other of the practical 
questions of the present time, and it was very difficult 
to keep up much interest in the more abstract questions. 
Nor do we consider it surprising that our members should 
have wished to devote most of their energy to the study 
of the current problems, for probably there never was 
a time when banking history was being made faster than 
it is just now, and it is therefore quite natural that our 
members would wish to contribute their share to the 
making of this history. 

That the Institute representatives have done all that 
could have been expected of them along that line is 
best illustrated by the fact that so many of our most 
prominent members were chosen to manage certain por- 
tions of the new banking system while a number of 
others were employed by the Washington authorities as 
“experts” to work out many of the complicated prob- 
lems which presented themselves with this new form 
of banking. Still others have, during the year, contrib- 
uted valuable articles to various banking magazines on 
many of the new features of the Federal Reserve Act, 
so that your commmittee feels that the Institute as a 
whole has undoubtedly given a very good account of it- 
self during the year 1914-1915. 

But, while your committee does consider the result 
of the educational work of the past year as quite satis- 
factory on the whole, we deem it both necessary and 
important to again urge those who are in charge of the 
forum work in the various chapters not to negiect the 
permanent part of the course, i.e., the study of the “His- 
tory and Principles of Banking,’ because, after all, a 
student cannot grasp the full meaning of our problems 
of today unless he can compare them with our experi- 
ence in the past and view them in the light of banking 
history as a whole. ° 

It is our opinion that the list of reference books 
as revised last year fully covers the needs of the post- 
graduate student, unless .the Boad of Regents should 
recommend additional books from time to time, it being 
the view of your committee that the Board of Regents 
can best judge which, if any, of the new books published 
in the future should be added to this list. 

So far as the selection of the subjects for theses is 
concerned, we tried to pick out topics which would give 
the student writing on the same an opportunity to dem- 
onstrate that he not only had a complete grasp of our 
banking history but also a full understanding of the 
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banking problems of the day. The subjects as previously 
announced were: 

1. The Discount Function Under the Federal 
Reserve System; Its Development and Future. 

2. The Development of a System of Com- 
mercial Acceptances by American Banks and Its 
Effect Upon Trade and Finance. 

3. The Possibility of Credit and Note Inflation 
Under the Federal Reserve System. 

4. Modern Methods of Settling International 
Trade Balances. 

5. Financial Possibilities and Problems in Con- 
nection with the Development of Central and South 
American Trade. 

The time limit for the delivery of the essays to the 
Educational Director was set for June 1, and inasmuch 
as the Board of Regents is to pass on these essays in 
accordance with a resolution adopted at the Dallas con- 


vention, we have no doubt that a separate report will 
be made by that board. 

In conclusion your committee begs to point out that 
it has labored during the past year under the usual dif- 
ficulty of having its members separated by several thou- 
sand miles, so that it was impossible to hold any meet- 
ings of the full committee during the year. 

This report is being prepared for publication in ad- 
vance of the San Francisco meeting, and as it is hoped 
that all of the members of the committee will attend the 
1915 convention it is planned to hold a meeting of the 
committee at that time, and it is quite likely, therefore, 
that a short supplementary report will be submitted 
which may include some further recommendations. 

Respectfully submitted, 

R. S. Hecut, Chairman, 
Rorert H. BEAN, J. A. BRODERICK, 
JosHUA Evans, JR., JOSEPH J. SCIIROEDER. 


- 


REPORT OF THE PUBLICITY COMMITTEE 


BYRON W. MOSER, CHAIRMAN 


The purpose ot this report will be two-fold: First, 
to give an outline of the work which has been done 
during the past year; second, to make suggestions whick 
the retiring committee trusts will be of some value to 
the committee which will be appointed for the coming 
year. 
Immediately upon receipt of the acceptances of the 
various members of the committee, they were requested 
to give their suggestions as to how the publicity work 
should be conducted. Upon receipt of these suggestions 
a definite plan was formulated, and all members of the 
committee, as well as all Chapter Presidents, were noti- 
fied and urged to do their utmost to obtain as much 
favcrable publicity for the Institute as possible. A list 
of all financial journals in the United States was ob- 
tained, and each member of the committee was given 
certain periodicals to which articles and news items of 
interest were to be sent. The various Chapters of the 
Institute were also sub-divided so that all members of 
the Publicity Committee were to be responsible for the 
Chapters in their territory. Presidents of all Institute 
Chapters were urged to keep the Publicity Committee 
men of their territory supplied with news items, and the 
members of the committee were urged to keep in close 
touch with Chapters in their particular territory. Chap- 
ter Presidents were also urged to appoint Publicity Com- 
mittees when such had not already been appointed, as 
the success of publicity work in any Chapter depends 
largely upon a local committee which appreciates the 
value to the Institute of favorable publicity. 

It is a pleasure to report that nearly all Chapters 
have active Publicity Committees, as is evidenced by 
the large number of bulletins which is now being pub- 
lished; and that these local committees in most cases 
co-operate with the national committee men. 

While the committee has no accurate report in con- 
nection with all of the items which have appeared in 
daily papers and financial journals of the country, it 
has been estimated, judging from the records which were 
kept, that the space occupied by the different items 
would have cost the organization several thousand dol- 
lars if paid for. Because of such fair treatment by our 
financial papers, as well as by the press, the committee 
feels that a debt of thanks is due the men responsible 
for this support. In all cases the financial journals 
have been very glad to support us in our work, and 
in several instances have been willing to devote a cer- 


tain section of their periodicals to the work of the 
Institute. 

Your committee would like to suggest to the in- 
coming committee that all members endeavor to send 
only items which have news value, and to use discre- 
tion in this connection, for the reason that much of the 
matter which is sent to the various papers cannot be 
used. The committee also believes that there is room 
for a higher degree of co-operation between the Pub- 
licity Committees of the various Chapters, and the mem- 
bers of the National Publicity Committee. So many of 
the Chapters now appreciate the value of publicity that 
there is reason to believe that much better work can 
be accomplished during the coming year than has been 
in the past. 

Another suggestion is that various Chapters see 
that important news items are telegraphed by night let- 
ter either to the chairman or the member of the national 
committee in their territory. News which is old cannot 
be used in either the daily newspapers or the financiat 
periodicals. 


It has also been suggested that the J:ustitute en- 
deavor to work more with the state secretaries of the 
various bankers associations, especially in the matter 
of distribution of Institute literature. As several of the 
state associations publish magazines of their own, it 
might be well to supply the various state secretaries 
with news of Chapter activities. And especially would 
it be well to send state secretaries copies of all Chapter 
papers which are published. This could be done either 
by the individual Chapter’s publicity men or by a mem- 
ber of the national committee. 

During the past year it has been suggested that 
the Institute co-operate as much as possible with the 
Savings Bank Section of the American Bankers Asso- 
ciation in their development of thrift throughout the 
United States, and your Publicity Committee suggests 
that this matter be given serious consideraticu at the 
proper time. 


It is also possible that co-operative ady.rtising 
campaigns of an educational as well as inspiritional 
nature could be conducted by the financial instit.:tions 
of our larger cities through the Publicity Committees 
of the Institute, thereby removing the idea from the 
minds of the public that all advertising is done from a 
selfish motive. 


FOOTLESS KICKING. 


“T know a pair of legless men,” 
Remarked old Mr. Squills; 
“Who do a lot of kicking when 
'They have to foot their bills.” 
—Cincinnati “Enquirer. 


273 


SEPTEMBER, 1915 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Vox. 8 No. 3 


“THE SHORTSIGHTEDNESS OF BANKERS” 


ADDRESS BY JAMES K. LYNCH, VICE-PRESIDENT FIRST NATIONAL BANK OF SAN FRAN- 
CISCO AND VICE-PRESIDENT AMERICAN BANKERS ASSOCIATION 


“That’s where the bankers are shortsighted.” This 
remark, twice repeated, was a scrap of conversation that 
came to my ears in a trolley car. I could not hear the 
other side, so I do not know the particular statement 
that brought out the exclamation. 

But what matter? We have all heard the accusa- 
tions which usually can be condensed into a single sen- 
tence—the bankers are shortsighted because they will 
not loan money to the promoters. Perhaps the bankers 
have to be shortsighted. Their first duty is to repay 
their deposits on demand, and keeping their eyes fixed 
on this requirement, from which there is no escape, 
tends to shortness of vision. It is a very farsighted 
banker who can forecast the future for six months and 
give a reasonably close guess as to the demand for 
money; further than this, no one dare try.. The pro- 
moter, however, has vision. He can see the hills be- 
yond the city covered by beautiful mansions, the tide 
flats filled in and occupied by factories, the marshes 
drained and turned into gardens, the deserts changed 
by irrigation into vineyards and orchards. These are 
all fine and worthy projects, and without doubt the 
vision helps to bring the realization, for which the es- 


sentials are time and money. Money alone will not 
answer. Rome was not built in a day, and no city has 


been since. Those that endure grow, somewhat hap- 
hazard it may be, but they grow in response to a de- 
‘atand and they develop without regard to design, while 
the cities founded on scientific blueprints seldom find a 
place on the map. 

The money needed for the various development 
purposes, roughly classed as promotions, should not be 
borrowed money, and commercial bankers should not 
be expected to supply it. A man may certainly do what 
he wills with his own, and he may invest his funds as 
he thinks wise in operations holding a promise of profit 
at the end of a series of years, whether the scheme be 
the development of suburban real estate or the explora- 
tion of the earth for mines or for oil, but he has no 
right to do so on borrowed money. The “Blue Sky” 
laws which have been passed in this and many other 
states are even seeking to restrict the liberty of the 
individual to do what he pleases in investing funds in 
corporations having such ends in view. Perhaps it would 
be fairer to say that they seek to prevent the incor- 
porators from getting funds from those who are not 
able to judge of the risk they are taking and who can- 
not afford to lose. 

Investment bankers who make a business of supply- 
ing fixed capital for development purposes, such as 
hydro-electric power plants, electric and steam railroads, 
have rules under which funds can be safely advanced 
for such purposes. They include an exhaustive exam- 
ination by engineers not only as to the cost of installa- 


tion and operation, but also as to the probable income, 
and a loan presupposes a substantial investment by the 
promoters so that bonds issued will really represent a 
loan and not disguised ownership. 

Bonds against such properties necessarily run for a 
long term of years, it being obvious that the funds for 
repayment can be accumulated only after the business 
is in full operation, and then only through the setting 
aside of a portion of the income annually. 

Banks are seldom appealed to for direct investment 
in promotion enterprises or even for loans during the 
initial stages; it is when the task is nearly completed 
that they are called on for a little money which, if 
loaned, usually proves inadequate, in which case the 
borrower has a double reason for demanding more. Or 
the banker is asked to loan against unsalable bonds 
which seldom get more salable while they are bor- 
rowed against. Experience has taught the banker to 
beware of bonds that have not been underwritten by a 
responsible firm, particularly where the company bor- 
rowing the money has itself prepared the deed of trust. 
To expect the adequate safeguarding of the loaners’ 
rights under such circumstances is to put too much 
strain on human integrity. 

I do not wish to appear to undervalue the work 
done by the men who put their brains, their work and 
their capital into the development of the resources of 
the country. In this ultimate West, having been greatly 
favored by nature, having vast resources awaiting de- 
velopment, we see much of their work. The men who 
take waste land and make it productive through irriga- 
tion or through drainage are certainly entitled to a 
great reward, and in too many cases they fail to receive 
any compensation. The element of timeliness comes in; 
the original builders are unable to carry the enterprise 
to the point of productive return and the entire invest- 
ment is lost, though perhaps it may produce fortunes 
for those that come after. The same fate frequently 
befalls the pioneers in railroad construction, and in 
fact it is the common lot of pioneers. So that we can- 
not grudge a liberal reward to those who have wisely 
considered all the questions involved and who have 
brought an enterprise to a successful conclusion at the 
opportune time. 

Nor should the service rendered by the man who is 
strictly a promoter be forgotten; the man who finds the 
opportunity and who also finds the men with capital to 
invest performs a most important service. 

There is another class of men, who are perhaps bet- 
ter described as boomers, of whom but little that is 
favorable can be said. They are the men who sub- 
divide real estate, loading every acre of the land with 
extravagant advertising and promotion charges, and 
leaving the unfortunate purchasers struggling under a 
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load of mortgage debt which a lifetime of work and 
saving will rarely suffice to remove. 

There is something about a fine tree that seems to 
inspire the average American with a desire to cut it 
down, and if there is a forest of such trees nothing 
short of his absolute inability to get the funds neces- 
sary to make a beginning will prevent him from starting 
a sawmill. A former land agent of the Southern Pacific 
Company once said that every standing tree in the State 
of California was a monument to that company, the 
meaning being that had the officials listened to the 
pleadings of the people who wanted extensions of the 
railroad constructed into their timber holdings there 
would be no trees left. 

Timber is a necessity the world over. There are 
limits to the supply of standing timber and more than 
one lifetime is needed to grow a merchantable tree, so 
that the wanton waste of timber that has been caused 
through indiscriminate cutting, by men with little or no 
experience, is most deplorable. In too many cases, when 
once engaged, they have to keep on cutting in order to 
pay interest, without regard to profit and without re- 
gard to values. 


Is not some of the credit due to the bankers for 
the trees still standing? 


The banker is of necessity the conservative force; 
he has to keep his depositors’ money safe. When they 
draw checks against their balances, it will be of no use 
to tell them that the money was loaned to assist in 
developing the country, and that it is now unfortunately 
lost ; so that he has to weigh the chances for and against 
the success of any enterprise and resolve all doubts in 
favor of the bank. 


Principle vs. Practice 


It is easy enough to lay down rules academically 
for the bankers’ guidance, but it is much more difficult 
to carry the rules out in practice. The banker desires 
to help the men of his own community to succeed, not 
only through a friendly interest in them, but because 
the growth of the bank must depend in great measure 
on their success. So that, after a period of rapidly ad- 
vancing prices, even the most conservative of bankers 
are apt to find an undue proportion of slow paper in 
their portfolios. 


The distinction between price and value is difficult 
to make during periods of advance, and when the in- 
evitable reaction takes place values seem to disappear. 
And yet their disappearance is no more startling than 
their return when the proper interval of rest has accu- 
mulated capital for the development of the sound enter- 
prise. 

One of the great economic wastes is through the 
starting of enterprises in advance of the time. The de- 
velopment of a country is through a succession of steps 
which must be taken in proper order. If the beginners 
work well they can do no more than lay the foundations 
on which others can raise the walls and still others 
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construct the roof. A dozen trite and time-worn illus- 
trations can be used, but it needs no demonstration that 
men succeed by taking advantage of the work of those 
who have gone before them. . 


You may have read of the difficulties that had to 
be overcome by McCormick, the inventor of the reaper, 
the beginning of the development in agricultural ma- 
chinery that has so enormously increased:the grain pro- 
ducing capacity of the earth. All the parts of his ma- 
chine were constructed in a country blacksmith shop 
which was lacking in tools and appliances, and of neces- 
sity the first machine was crude and clumsy, wasting the 
greater part of the power in friction. Before a work- 
able machine could be turned out, tools had to be con- 
structed and slowly brought to a degree of precision 
that would produce accurately working parts. The his- 
tory of the marvelous development of machinery is one 
of action and reaction between the need for machines 
to do more and more complicated work and the ability 
to develop the tools necessary for constructing such 
machines. 


The Professional Promoter 


You have seen on a kinema screen a bud open and 
in a few minutes unfold into a perfect flower, but you 
know that it really takes some hours or days to produce 
the result.. Not only has the development of the flower 
been forced, but many of the intermediate steps have 
been omitted, and in showing the picture the machine 
is speeded up. 

The promoter, the professional developer, is con- 
stantly trying the shortcut of the kinema. He is build- 
ing roads into the wilderness far in advance of the 
population on which he must depend for business; he 
is constructing mrills of a capacity so great that there 
is no market for the output; he is reclaiming land for 
market gardens when there is no one to eat the produce. 
Among all these shifting conditions, in the ever-chang- 
ing results of action and reaction between supply and 
demand, the position of the banker must be that of the 
governor on an engine, which reduces the power when 
a reduction in work sets the machine to racing and turns 
it on again when the strain increases. 

Looking at the failures which line the road of 
human achievement, we are apt to wonder if they are 
necessary and to wish for some regulating power which 
would take the part of a special providence and save 
us from the consequences of our own folly. In casting 
about for such an agency our minds naturally turn to 
the government as the greatest power we know, and 
the cry goes up to have the government not only regu- 
late but administer the various departments of human 
activity. Before committing ourselves to such a plan 
it is well to consider what government is and what 
special powers it has to do the things which we, as 
private citizens, are unable or unwilling to do. 

Primarily, governments are formed for the admin- 
istration of justice between the citizens of a country 
and for the protection of the country from aggressions 
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from abroad. As one function after another is assumed 
by the government, we find it performing each indiffer- 
ently well and failing more and more in the administra- 
tion of justice. The reasons are not far to seek. We 
expect superhuman ability from the ordinary mortals 
who are given the task of executing the work put upon 
them. Then there is the further fact that under a 
popular government there is a constant change in admin- 
istration, which does not make for the highest efficiency, 
and also that political success becomes an end in itself 
quite apart from the success or failure of any of the 
activities which the government may have assumed. 
The building of the Panama Canal is evidence of the 
efficiency of a military despotism and not of a popular 
government. The consequences most to be feared from 
the general assumption of business enterprise by the 
government is the destruction of individual initiative to 
which we owe the mastery that we have attained over 
the forces of nature. 

The bureaucratic mind is more celebrated for find- 
ing reasons why things cannot be done than for doing 
them. 


The Rule of Guess and Try 
The old rule of guess and try will probably persist 
for some ages to come, and while it does the banker 
must remain the judge as to how the money intrusted 
to him is to be loaned. 


I have already referred to the unusual call for cap- 
ital which the opportunities of a new and rich country 
are constantly making, and I will take a moment to 
speak of the work done by the pioneers of this state. 
The production of gold, which more quickly than any 
other product of the earth’s abundance becomes capital, 
was at first carried on with the simplest tools and a 
plentiful supply of the most efficient labor—that in 
which the work is done by men who are themselves 
owners. It was not long before the easiest of. the 
placers were worked out, and it became necessary to 
go deeper for the gold; to erect mills to crush the 
quartz; to divert rivers to secure the gold in the river 
beds; to convey water many miles in ditches and across 
canyons in flumes to places where it could be made 
effective in washing down the hills containing gold. 
Now nature has a way of hiding gold in rough places, 
and the foothills of the Sierras, where so much gold 
has been found, are good examples. The work that 
was done in the early fifties in places most remote from 
all the appliances of civilization will ever stand as one, 
of the most splendid achievements of human endeavor. 
There was then no talk about good roads as we now 
understand them, but practicable roads were constructed 
to the most remote places, and as the gold was obtained 
it became capital to assist in supplying any human de- 
mand. While we have here an example of what indi- 
vidual initiative can accomplish when unhampered by 
regulation, we have also an epitome of much of the 
world’s progress condensed into,a decade. 

Now another era of development is going on, and 


this time it applies to the whole country. Much of the 
work we have done has been crude and all of it has 
been wasteful; because we were rich we did not think 
it worth while to save our pennies nor to utilize our 
by-products. The war which is now devastating Europe 
has shown us how dependent we are on the countries 
across the Atlantic for things that can be produced 
equally well here, and, the outcome should be more in- 
tensive manufacturing. We have already seen the 
necessity for intensive farming, but the other need is 
quite as great. Work of this kind calls for more and 
more capital, and while commercial capital appears re- 
dundant at this time, it is only on account of the falling 
off in activity in many lines of industry brought about 
by the war. The strain will be felt when the war is 
over and when our enterprises resume their full activ- 
ity; and it will come at a time when we have bought 
back the major portion of our own securities from Eu- 
rope, paying for them in foodstuffs and munitions of 
war. Doubtless the exchange will be a profitable one 
to this country, but the result must be that debts which 
have been carried abroad for years will have to be 
carried here. We will come nearer to owning our own 
railroads than ever before, but if we are to extend our 
railroad building the capital must be found here. Then, 
as always, the bankers of the country must discriminate 
between the good and the: bad, between the timely and 
the untimely, and must endeavor to prevent commercial 
money from being locked up in fixtures. 

As the country grows older there is a tendency to 
mark the distinction between commercial, savings and 
investment banking more carefully, or let us say that 
we hope that this tendency will develop and become the 
rule. In the recently organized Federal reserve banks 
we have a powerful agency to bring about this result. 
The reserve banks can discount only short-time com- 
mercial paper, and the bankers are becoming educated 
as to what such paper really is. With the reduced re- 
serve requirements called for under this new system, 
there is also a release of capital that can be made avail- 
able in other branches of banking. In effect, banking 
capital is made more efficient and this should be a help 
at a time when we can see that more capital will be 
needed. The country has not yet grown accustomed to 
these banks, nor has it realized the possibilities for ef- 
fective work which they contain, but the next five years 
should bring them into full and effective use. 


Excessive Reserves 


Many bankers, through caution, which is at all 
times commendable and which was a necessity under 
our former system, have kept reserves much larger than 
the law required and also larger than was needed. Such 
excessive reserves will gradually be released and will 
add to the working capital of the country. There is 
nothing in the Reserve Act which can work any magic 
to save an institution that has loaned unwisely from 
meeting with disaster, but, on the other hand, a bank 
with solvent loans having short maturities need never 
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suffer for lack of opportunity to convert its loans into 
cash. 

I hope that I will not be misunderstood as one who 
advocates high pressure banking if I say that with in- 
tensive agriculture and intensive manufacturing we may 
hope for intensive banking, which we might define as 
making every dollar do the greatest amount of work 
consistent with safety. 

Banking is evidently a highly complex subject, and 
the vision that can observe it in a comprehensive way 
must be not only shortsighted, but farsighted; short- 
sighted to see the immediate needs, and farsighted to 
recognize the general trend of events. 

Perhaps there is a place where the charge of short- 
sightedness will lie against the banker, and if so, it must 
be in that he has not made himself and his business 
sufficiently understood by his customers, that he has 
not taken them into his confidence far enough to make 
clear to them why certain demands which are most 
proper from their point of view cannot be met; that 
he has allowed his business to remain a mystery to the 
community, instead of having it recognized as an essen- 
tial part of the machinery for the production and dis- 
tribution of wealth. 

Do we ourselves fully understand what an im- 
portant work the bank performs? I sometimes doubt 
it. Consider it as an agency for assembling and dis- 
tributing credit and not as a glorified safe deposit. 
The savings of the laborer, the surplus takings of the 
tradesman, equally with the income of the capitalist, 
accumulate and become capital to be loaned and re- 
loaned for business use. In fact, every man who saves 
is, to the extent of his saving, a capitalist. The credit 
loaned becomes deposits; loans made increase deposits ; 
loans paid diminish deposits. Every activity connected 
with modern life is reflected in some manner through 
a banking transaction. The clearing house totals give 
some measure of the mass of such transactions, but 
they give no hint of their endless variety. To study 
this we must take the piles of cancelled vouchers from 
the bookkeepers’ desks and examine them in detail. 
This piece of paper has paid a physician’s modest 
charge for saving a human life; the next no larger 
or better written, has passed the ownership of an 
ocean freighter, and half a million dollars in credit 
has changed hands. Every piece of paper in the pile 
has a story connected with it, did we but know how 
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to read it, and much valuable information can be gath- 
ered from such reading. In fact, the bookkeeper who 
can find the time to read and understand the stories 
connected with his checks does not remain long a 
bookkeeper. There is work for him to do higher up. 


Look at the other, the deposit side. Hundreds of 
slips, typewritten, machine-written or hand-written, list- 
ing thousands of items, notes, coins, checks on city 
banks, checks on country banks, checks on the whole 
continent, drafts on the countries across the seas in 
many currencies, but all reduced to the dollar, and no 
matter how distant the location where the ultimate 
payment is made, effective credit ready for use here 
and now. What do these checks and drafts represent? 
Another series of tales. Shipments of grain to coun- 
tries that now follow only the trade of war, shipments 
of guns and gun cotton to carry on the war, ship- 
ments of fruits in tins, of fish in tins, of everything 
eatable than can be put into a tin, sent to every part 
of the world where there is a demand; shiploads of 
lumber to countries where timber trees do not grow, 
shipments of steel to places where steel is not fabri- 
cated; all the endless complex commerce of the earth 
represented by pieces of paper that move in an end- 
less stream through the banks, transferring wealth, 
transferring credit across the seas, round the world and 
back again, and all so simply and smoothly that we 
hardly realize the wonder that is being performed. 
Only when a mistake is made, only when a failure 
occurs, do we appreciate it. 


Certainly there is no greater service rendered to 
humankind than that which is performed by the banks. 
We have but to consider for a moment what our posi- 
tion would be, were the banks abolished and com- 
merce again reduced to terms of barter. It is as im- 
possible to imagine as to think of a world without 
railroads, steamboats, ships or automobiles and trans- 
portation again brought back to mule teams and row- 
boats. When we consider our sometimes derided 
profession in the light of its accomplishments we have 
reason for that proper pride that comes from service 
well performed. And it is with that attitude towards 
your work and towards your customers that you 
younger men should take up the burden that in some 
degree devolves on every one of us, of making our- 
selves understood by the communities in which we live 
and which we serve. 


© ¢ © 


MORE INSTITUTE GRADUATES 


Additions to list of Institute graduates since an- 
nouncement made in the August issue are: 

Sacramento, Cal—S. E. Pope and J. C. Wilson. 

St. Louis, Mo.—A. Meyer, Walter Herzog, Charles 
A. Tacke, A. C. Riedell, A. W. Reiter, A. J. Dill, C. W. 
Wright and O. F. Schweer. 
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BRANCH BANKING AND SOUTH AMERICAN TRADE 


BY W. 8. KIES, IN CHARGE OF FOREIGN TRADE DEPARTMENT, NATIONAL CITY BANK OF 
NEW YORK 


(In the absence of Mr. Kies this was read by J. A. 
Seaborg, President of New York Chapter.) 

I am appreciative of the privilege of addressing this 
annual convention of the American Institute of Banking 
on a subject of so much importance to this country. This 
organization is doing invaluable work in preparing its 
members to assume the greater responsibilities associated 
with promotion to higher positions in your chosen work. 
The banker of today has a position in the industrial and 
economic life of his community entirely different from 
that occupied by him a few decades ago. The banker of 
tomorrow must not only assume still greater responsi- 
bilities but upon him will, to a larger degree, rest the 
burden of leadership in the commercial and industrial 
development of our nation. 

The world war now being waged will result in 
economic and financial disturbances of far-reaching ef- 
fect. The position of this country, if it is fortunate 
enough not to be drawn into the struggle, will be unique 
in its opportunities as well as in its responsibilities. 
New financial and economic problems are already pre- 
senting themselves for solution. Not only political but 
economie and financial readjustments must inevitably 
follow the struggle in Europe. The larger streams of 
commerce and finance may flow in new channels. To 
successfully take advantage of the opportunities offered 
us at the present time, and to build permanently for the 
future, will require that commercial leadership shall be 
assumed by men of broad vision, of untiring energy and 
courageous initiative, and that there shall grow up in 
the country an earnest spirit of co-operation on the part 
of all citizens. 

This country today is the richest nation in the 
world. Its wealth was estimated in the last census re- 
turns at $187,739,071,090. Nature has been lavish in 
endowing us with natural resources. We have lumber, 
iron and stone in abundance with which to build fac- 
tories and workshops. We have the largest coal deposits 
in the world and innumerable water powers to furnish 
motive power. Millions of acres of land grow the cotton 
with which to clothe the world, and other millions pro- 
duce the grains and the cattle for food. The labor of 
this country is not only better paid but better cared for 
and more productive than the labor of any other coun- 
try; and yet, with all our advantages, this nation has 
not developed its exports of manufactured products at all 
proportionately to its advantages. 

Several reasons for this become apparent upon 
analysis. First, of course, is the fact that our growth 
has been so rapid that our domestic market has absorbed, 
in normal times, the products of our factories, and our 
manufacturers as a whole have not been obliged to 
seriously take up the question of developing export 
business. 

But of late years production has speeded up; the 
capacity of our factories has been increased; domestic 
demand has apparently not kept pace with production ; 
foreign competition, due to low tariffs, has been able to 
make headway, and, during the last five or six years, in 
the majority of lines, our manufacturers have been con- 
fronted with increased labor costs, a decreasing margin 
of profits and a surplus of production. These facts have 
been brought home to our producers, with the result 
that there has been aroused a new interest in the de- 
velopment of export business. This interest was ap- 
parent even before the war, and the commercial eye of 
the nation had been focused for some time upon South 
America as a fertile field for increasing our foreign trade. 

The war has brought about conditions. which spell 
opportunity to the commercial interests of this country. 
While not underestimating the immediate benefits and 
the economic value of the present enormous trade balance 
in our favor, resulting during the last ten months because 
of the huge purchases of food supplies and war materials 
in this country, nevertheless the war business must be 
classified as but a temporary source of profit. Of far 
more importance is the fact that other nations of the 


world, particularly South America, the Orient and the 
neutral nations of Europe, are obliged to form new busi- 
ness relationships because their former commercial con- 
nections are unable to supply their needs at the present 
time. It must be remembered, too, that barriers of 
prejudice and passion are being erected between nations 
whose relations were formerly friendly and reciprocal, 
barriers which will not be removed for many years to 
come. These nations will be slow to resume friendly 
commercial relations with each other, and can be made 
permanent customers of this country if proper effort be 
made at this time to cultivate them. 

Our progress heretofore in the development of ex- 
port trade has been seriously handicapped by the lack of 
proper financial leadership. Up to within a compara-. 
tively short time ago there were no provisions in our 
laws permitting the establishment of branches of national 
banks in foreign countries. England, Germany, J'rance. 
Italy and Belgium, on the other hand, had established 
in South America, the Orient and in other parts of the 
world branch banks which were of themselves active 
agencies in the promotion of foreign trade. The Ameri- 
can merchant was obliged to trust his documents and 
trade secrets in unfriendly hands, for no English or 
German bank is interested in actively promoting the 
trade of any American firm. 

International trade balances were always settled in 
pounds sterling, and the United States business man. 
theoretically at least, had to run the risk of two ex- 
changes, from the currency of the country into pounds 
sterling and from pounds sterling into United States 
money. Dollar exchange, until a very short time ago, 
was practically unknown in the financial markets of the 
world. There, of course, has existed a very logical rea- 
son for the use of the pound sterling. England has been 
the banker of the world for decades, and the pound 
sterling has been the common denominator of value for 
so long in international transactions that it has been 
difficult to get the international merchant to think in 
other terms, The establishment of branch banks in for- 
eign countries will permit of the development of direct 
exchange between the foreign country and the United 
States, for the branch will always be able to draw in 
dollars on the parent bank, and vice versa. The dollar 
at the present time, by reason of the unprecedented bal- 
ance of trade in our favor, is at a premium over the 
standards of value of all the nations of the world, and 
our efforts to familiarize the commercial world with the 
dollar are, of course, being greatly aided by the present 
abnormal conditions. 

The Federal Reserve Act, which permitted the es- 
tablishment of branches of national banks in foreign 
countries, contained a further provision of importance in 
the development of our foreign commerce. Section 13, 
paragraph 84, provides that a national bank may accept 
bills of exchange drawn for a period of not to exceed 
six months against merchandise in foreign commerce, and 
provides for the rediscount of these accepted bills when 
within ninety days of their maturity. The acceptance is 
a financial expedient hitherto little made use of in this 
country. One of the reasons for the prestige of England 
in commercial and financial lines has been.the develop- 
ment of the acceptance. The large English acceptance 
houses have freely used this means of lending their credit 
in aid of the development of foreign business, with the 
result that English merchants have never suffered from 
the lack of capital for developing export trade. The 
activity of the English export houses has resulted in the 
building up in London of the greatest discount market 
in the world. The free tse of the acceptance by the 
national banks of this country will cause to be developed 
in New York, the commercial center of the country, a 
discount market which may in time approach the London 
market in importance. 

The acceptance feature of the Federal Reserve Act 
will permit the national banks of this country to loan 
their credit to the importers and exporters of the United 
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States, and allow them to obtain the money to carry on 
foreign trade at interest rates which will enable compe- 
tition with the merchants of other countries. Instead of 
being obliged to borrow from the bank at over-the-counter 
rates, the coffee importer, for example, will make his 
arrangements with a national bank for a credit. The 
bank will agree to accept the draft of the exporter in 
Brazil upon presentation with the documents which pass 
the title to the coffee. The draft, when accepted by the 
bank, becomes the highest grade of short-term paper, 
because it is the promise of a national bank of standing 
to pay a certain definite sum of money within a short 
period of time. The debt itself is liquidated within the 
period fixed, by the sale of the merchandise. Such a 
piece of paper is readily salable and is usually discounted 
at very low rates, depending, of course, upon the stand- 
ing of the accepting bank. Through the medium of 
pranches of American banks the process may be reversed, 
and the branch bank will in time, as it familiarizes itself 
with the financial standing and responsibility of import- 
ers in a foreign country, be able to accept for such im- 
porters, and the branches’ acceptance will likewise be 
available for rediscount. 

The National City Bank of New York was the first 
national bank to avail itself. of the privileges of the 
Federal Reserve Act. The first branch of a national 
bank to be established in a foreign country was opened 
on November 10, 1914, at Buenos Aires. Since that time 
branches have been established in Rio de Janeiro, Santos 
and Sao Paulo, Brazil; in Montevideo, Uruguay, and 
Havana, Cuba. The establishment of branches in foreign 
countries is pioneer work for American banks. The way 
is uncharted and progress at first will of necessity be 
slow. Probably the greatest handicap is in the lack of 
available material for filling the positions of responsi- 
bility in these branches. The bankers of this country 
have, with few exceptions, paid but little attention to 
international financial matters. The young men in the 
banks have never, up to the present time, concerned 
themselves seriously with a study of foreign commercial 
possibilities and financial methods. If, as a nation, we 
are to succeed in materially enlarging our export busi- 
ness, the bankers of this country must be relied upon to 
do their part. 


The banker is a sort of financial father confessor 
and adviser in his community, and if he is to be of 
service along these lines he must equip himself to be able 
to give sound advice. This means that the bankers of 
this country must study commercial geography, the 
habits, characteristics and customs of foreign people, the 
methods of foreign financing, the intricacies and details 
of exporting, and must be prepared to furnish data and 
information bearing upon the competition that will have 
to be met with in a particular market. The branches of 
American banks to be established in foreign countries 
must become in effect promotion agencies for American 
commerce. The United States manufacturer should be 
able to feel that these branches are, in a sense, personal 
representatives of his, acting in his interest, and that 
through them he will obtain the same facilities accorded 
to his foreign competitors by their banks. 

In order that the branches which have been estab- 
lished by the National City Bank might furnish the 
facilities needed, a commercial department has been or- 
ganized in each branch, in charge of a trained trade 
expert. These commercial representatives will undertake 
to study in a thorough and comprehensive manner the 
opportunities in foreign markets for the products of our 
factories and workshops. They will cultivate personal 

acquaintances among the business men of the country in 
’ which they are stationed so that they will be in a posi- 
tion to give to American salesmen the personal intro- 
ductions which are so valuable in foreign countries, and 
in Latin countries in particular. They will supervise 
the making of technical investigations into the possi- 
bilities of a market for a particular product so that 
manufacturers in this country will be able to ascertain 
the price at which their goods can be sold in a foreign 
market, the cost of delivery to the market, the supply on 
hand, the manner in which the particular articles must 
be packed and prepared for the market, the finish and 
quality desired, and samples of their foreign competitors’ 
goods will be obtained for them upon request. 
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The service as planned is for the benefit of all 
American manufacturers wherever located, and will 
sooner he developed to a point of helpful efficiency if 
freely made use of by those who are, or should be, in- 
terested in the foreign field. The full benefit of the 
foreign trade service of American banks will accrue to 
the American manufacturer if local bankers will aid in 
the development of the service and will see to it that the 
information and data obtained is intelligently used. 

One of the main difficulties in doing business in 
foreign countries, which has assumed large proportions 
in the eyes of the average manufacturer in this country, 
is the question of foreign credits. The business man 
who has been perfectly willing to grant ninety days’, or 
even six months’, credit in this country hesitates to take 
the risk when his goods are to be shipped to distant 
countries. We are accustomed to doing business rapidly 
in this country. To the average merchant, accustomed 
to twenty-four hour trains between New York and Chi- 
cago and five day boats between New York and Liverpool, 
the twenty-five days by steamer from New York to. 
Buenos Aires seems an almost impossible time. In the 
ordinary course of events it often takes two months for 
a letter to go and its reply to come from the Argentine. 
This difficulty of communication is of itself a severe 
handicap to the doing of business. The attitude, there- 
fore, of the exporter in desiring to be thoroughly in- 
formed as to the credit of his purchaser in South America 
is entirely justifiable. If, however, we desire to trade 
with South America reasonable credit terms must he 
extended where the risk can be considered reasonably 
safe. The permanent extension of our business relations 
with South America would seem, therefore, to depend 
very largely upon the ability of the American merchant 
to obtain reliable credit information. 


The large mercantile agencies of this country have 
been operating in South America for some time, and are 
giving a valuable service. But business men of this 
country have been accustomed to receiving, in addition 
to the reports of the commercial agencies, the opinion of 
banks upon prospective risks. e credit departments 
of the large banks of this country supplement in a most 
valuable manner the work of the mercantile agencies. 
Through sources of their own, and through information 
received from other banks as a result of an admirable 
spirit of co-operation, the banks are enabled to give to 
American business men, in most instances, reliable and 
accurate information upon the standing of merchants in 
this country. The collection of credit information in 
Latin American countries is difficult. It is usually not 
the custom for a merchant to give a statement. The 
gathering of credit information becomes in reality a 
diplomatic task. 

The foreign banks, established for the purpose of 
fostering the trade of their respective countries, cannot 
be expected to exchange credit information to any large 
extent with each other or with American banks, for the 
simple reason that they would be, in this manner, bene- 
fiting their business rivals. By reason of this lack of co- 
operation between banks in South America, it is not 
strange for a man entitled to a line of $50,000 credit to 
have that line extended in three or four banks of different 
nationalities at the same time. In considering South 
American credit conditions this lack of co-operation be- 
tween the banks, and the resulting natural tendency to 
overextend credits, must not be lost sight of. 

The most important service, therefore, to be ren- 
dered by branches of American banks to be established 
in foreign countries is the upbuilding of credit bureaus 
which shall supply to American manufacturers reliable 
information concerning the business firms of foreign 
countries. 

It is, of course, entirely possible that, as a result of 
the introduction of American banking methods, Latin 
American business men may be induced to see the ad- 
vantage of giving to banks a statement of their business, 
and it is to be hoped, too, that some closer co-operation 
may be brought about between the banks themselves. 
The change in methods, if it comes, will be a slow proc- 
ess. In the meantime every possible available source of 
information must be used. Much information can be 
obtained by local investigators concerning the standing 
and responsibility of a firm. Data can be gathered as 
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to the character and volume of: business done, and the 
local reputation of the firm can be easily obtained. 
There are, too, valuable means of supplementing this 
information at hand in this country. A great many firms 
have done business in South America, and if they are 
willing to send their experience with South American 
firms to a central clearing house, this information, 
together with that obtained in South America, ought to 
enable the formation of a fairly reliable opinion as to 
a man’s business integrity. 

lf, for example, information concerning a particular 
firm in Buenos Aires showed that it was progressive and 
doing a large business, that it had never failed, that its 
members stood well in the financial community, and to 
this information was added the fact that the particular 
firm had dealt with eight or ten American concerns over 
a period of years and had always paid them promptly, 
there would probably be no hesitancy in extending credit 
to this firm even thcugh it ‘should want six or nine 
months’ time, being willing, of course, to pay for the 
credit in the price of the goods. 


Information of this character can be at the disposal 
of the American business man in a short time if the 
right degree of co-operation can be brought about between 
the National City Bank and those interested in foreign 
trade. At the present time the bank is keeping a record 
of the payment of every South American draft. If there 
is any delay in acceptance we try to find out why. This 
information is placed in the credit files. We are receiv- 
ing by each steamer data and information concerning the 
standing of local firms. The business houses of this 
country dealing with South America have been asked to 
send us their experience with South American firms, and 
so far the response has indicated a very gratifying co- 
operative spirit. This information is, of course, treated 
as confidential, and is being used only for the purpose 
of enabling the bank’s credit department to form an in- 
telligent opinion as to the responsibility of South Ameri- 
ean firms. The.more ready the response on the part of 
the business interests of this country in giving to such 
a central credit clearing house their experience with 
foreign firms, the more effective and reliable will be the 
credit service now being developed for their benefit. 


A word in general as to the character of South 
American merchants might not be out of place. The 
experience of hundreds of business firms, as related to 
me, indicates that the average South American has just 
as high a sense of business honor as the merchants of 
any other country in the world. The percentage of 
losses, due to bad debts, suffered by those who have 
operated successfully in South American markets is in 
many instances considerably less than losses here in 
domestic markets. 

The high-class South American merchant is a 
courteous gentleman and a loyal customer—once his 
patronege is obtained, if treated with consideration, it is 
hard for a competitor to win him away. In doing busi- 
ness with him we must consider the treatment to which 
he has been accustomed and which he expects from us. 
At the present time it may be possible to convince him 
that the long credit is not to his advantage, but this 
must be done tactfully and not in a manner to make 
him feel that our unwillingness to extend long credits is 
due to our distrust of him or his business methods. If 
he can be shown the value of the discount, and that 
purchasing at sight or on a short-term credit means a 
price advantage to him, it will be possible to gradually 
wean him away from the long-term credit. 

At the beginning of the war the papers of this 
country were full of articles with flaring headlines in- 
forming the business men of the United States that a 
billion dollar trade awaited them in South America, that 
the markets of the Orient were ours for the asking, and 
columns of statistics were daily published showing the 
trade of England and Germany, with the inference that 
the American merchant had nothing to do but to stretch 
out his hand and grasp the plum. 

This reckless propaganda did harm, but, at the same 
time, accomplished good, in that it inspired an interest 
in foreign trade, which has been succeeded by a sober 
consideration of the difficulties in the way and a study 
ot German and English methods. This study has shown 
that England and Germany, and the latter in particular, 
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have been able to accomplish so much in trade develop- 
ment by reason of the fact that they have invested large 
sums of money in the development of the countries whose 
markets they sought. Germany and England together 
have invested over five billion dollars in South America 
in the development of the country’s resources, in the 
construction of port works, of railroads and. public 
utilities. In each case the proceeds of the loan, so far 
as they were to be expended for materials, were, by its 
terms, to be expended in the country making the loan. 
The war has shut off from South America and the 
Orient their supply of capital. The opportunities for 
safe and profitable investment are many, as the re- 
sources of these countries are, in the main, undeveloped. 
Every American dollar wisely invested in the develop- 
ment of South America will bring in return many dol- 
lars in increased trade. To take the fullest advantage 
of the opportunity which is now ours requires self- 
education not only of our masses but of our business 
men, our bankers and our leaders themselves. 


The people of this country must be taught that a 
large foreign commerce means permanent prosperity. A 
public opinion must be created that will compel our 
legislators to inaugurate a definite policy of helpfulness 
on the part of the government. Such a policy would 
contemplate the passage of measures removing the handi- 
caps under which our merchant marine is now operating 
and providing for its rehabilitation ; laws permitting com- 
binations of American manufacturers in export trade so 
as to be able to meet on equal terms foreign competition 
in foreign markets; the scientific readjustment of our 
tariff so as to prevent the dumping in our markets of 
the products of foreign corporations; the adjustment of 
railroad rates so as to permit the manufacturer in the 
interior to bring his goods to a shipping port at such a 
price as will enable him to compete successfully in a 
foreign market, and the formulation of a definite policy 
for the encouragement and protection of American in- 
vestments in foreign lands. 


The American manufacturer on his part must under- 
take a. scientific study of market possibilities the world 
over. He must inform himself of the demands of foreign 
markets, the style and character of goods wanted, and 
he must be prepared to meet the demands of his foreign 
customers. He cannot compete in price until he knows 
exactly what it costs him to produce. Confronted as he 
is by increasing labor costs, he must meet the situation 
by more efficient organization and greater economies in 
manufacture. Co-operation in sales campaigns for the 
development of foreign markets will be found necessary 
to keep down the cost of developing these markets. 

The banker has a task of vital importance to per- 
form in this movement. Upon him devolves the duty of 
leadership in the movement to encourage saving and 
economy on the part of the American public. The 
savings of a nation furnish the capital which that nation 
is able to invest in the upbuilding of undeveloped re- 
sources. Investors look to the banker for guidance in 
the making of investments. Capital is being destroyed 
in the world today at a tremendous rate. The debts of 
foreign nations are increasing hundreds of millions each 
month. When this horrible, bloody nightmare shall have 
been dissipated and the world is again at peace, the 
demands for capital will be unprecedented, and this 
country, which has been spared the horrors of war, will 
be called upon to furnish the funds, not only for the 
rehabilitation of Europe but also for the development of 
the latent resources of South America and the Orient, 
whose supplies of capital are now shut off. It is the 
duty of the banker to begin at once to seriously impress 
upon every citizen with whom he has influence that in 
the present world crisis it is his duty to his country, 
first to economize and to save money for investment, and 
second, to invest it where it will do his country the 
most good. 


Already the demands for capital in this market are 
being felt. We may meet these demands in a manner 
which will build for our permanent prosperity or we 
may, in our ignorance and perhaps in our greed for high 
interest rates, act unwisely for our own future good. If 
we loan large sums of money tv Europe while the war 
lasts we are devoting it to unproductive purposes. If, 
after the war is over, we meet Europe's demands for 
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capital we shall be building up the strength and power 
of our strongest commercial competitors. If, on the 
other hand, we use our surplus capital in the develop- 
ment of South America and the other countries which 
will furnish markets for our products, we are building 
safely for the future. If we are wise we will tie these 
countries to us by a financial bond, which will be the 
largest factor in promoting close commercial and political 

A great opportunity confronts this nation, which, if 
taken advantage of to the fullest extent, means the per- 
manent prosperity and lasting commercial supremacy of 
the United States. There are many difficulties in the 
way, the more important of which are our lack of 
knowledge of foreign countries, the scarcity of men 
trained in foreign service and the lack of a definite policy 
of trade expansion. We have looked at things hitherto 
provincially—we must broaden out and look at things 
henceforth from an international point of view. Our 
commercial schools and colleges must lay more emphasis 
upon the study of the commercial languages, of com- 
mercial geography, the characteristics of foreign peoples 
and the demands of their markets. Our young men 


must be taught that they can render valuable service of a 
patriotic nature to their country by going into foreign 
countries as commercial missionaries. Foreign banking 
methods must be studied and foreign exchange mastered 
by the American banker. We should consider it a dis- 
grace hereafter to be obliged to admit that the foreign- 
trained bank clerk has a more thorough knowledge of 
the intricacies of foreign exchange or a better training 
in international banking problems than the American 
bank clerk of equal rank. 


To the young men of this generation, and to young 
bankers in particular, will be afforded the privilege dur- 
ing the next few years of doing constr<¢tive work of 
greatest value to this country. Those who are willing to 
spend the time requisite for adequate preparation, and to 
make the sacrifices necessary in foreign service, may 
be assured that the field offers opportunity for the suc- 
cessful exercise of abilities of the highest order and 
promises rewards of a substantial and material nature, 
as well as the satisfaction which comes from the sense 
of a duty well done and a public service faithfully 
rendered. 


ENTERTAINMENT INCIDENT TO THE CONVENTION 


The entertainment incident to the convention in- 
cluded the following: 

Wednesday, August 18—10 A. M.: Trip for ladies. 
Personally conducted tour through San Francisco shops, 
starting with Red Room, Hotel St. Francis. 1 P. M.: 


Automobile ride over San Francisco, starting from Post 
Street entrance Hotel St. Francis, ending at Panama- 
Pacific International Exposition. 3 P. M.: Entrance to 
exposition grounds for convention picture. 


6.30 P. M.: 
Dinner at Old Faithful Inn, Yellowstone Park, on the 
Zone. 

Thursday, August 19.—10 A. M.: Trip to Muir 
Woods for ladies. Starting from Red Room, Hotel St. 
Francis. Luncheon will be served at Muir Woods 
Tavern. 1 P. M.: Luncheon conference of chapter 
presidents at Bellevue Hotel. 4 P. M.: At Yacht Har- 
bor, exposition grounds—return of the ladies from 
Muir Woods, followed by informal reception at the 
California building. Remainder of the afternoon and 
evening spent in viewing the courts and palaces and 
amusement features of the Zone. 

Friday, August 20.—2 P. M.: Oakland Chapter took 
the delegates and guests on an automobile ride about 
the east side of San Francisco Bay. 9 P. M.: Conven- 
tion ball at the Hotel St. Francis to delegates and 
ladies. 

Saturday, August 21.—American Institute of Bank- 
ing Day at the Panama-Pacific International Exposi- 
tion. 12.30 P. M.: Luncheon at the Inside Inn, exposi- 
tion grounds. 1.30 P. M.: Presentation of bronze plaque 


to the Institute by the exposition, in commemoration 
of the holding of the 1915 convention in San Francisco. 
Acceptance and Response by the President of the In- 
stitute. 


A committee of Institute ladies adopted the fol- 
lowing resolution: 

Whereas, The ladies accompanying the delegates to 
the thirteenth annual convention of the American Insti- 


tute of Banking have been so royally and lavishly enter- 
tained while in the exposition city, and 


Whereas, Their stay in San Francisco and their 
visit to the exposition has been made so delightful by 
se hospitality. of San Francisco and Oakland, 
e it 

Resolved, 'That the heartfelt gratitude and sincere 
thanks of the visiting ladies be and hereby is expressed 
to our hosts for having provided such a delightful enter- 
tainment for us during the convention. : 


Mrs. Wm. Brep, Chairman, Denver, Col. 
Mrs. J. H. Mersuon, Louisville, Ky. 

Mrs. T. WIcKMAN, St. Paul, Minn. 

Mrs. J. A. Seasorc, New York, N. Y. 

Mrs. THomAs NucGeEnt, Chicago, 


The officers and committeemen of San Francisco 
Chapter, who established a new standard of hospitality, 
were as follows: 

William A. Marcus, president; H. A. Haake, vice- 
president; E. V. Krick, secretary-treasurer. 

General Convention Committee—Ralph A. Newell, 
chairman; William A. Day, John S. Curran. 

Chairmen Sub-Committees—W. D. Lux, Reception; 
L. W. Jenkins, Hotel and Registration; John S. Curran, 
Entertainment; H. J. Moore, Ladies’ Entertainment; 
Victor Klinker, Transportation; W. F. Gabriel, Press. 
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CONFERENCE OF CHAPTER PRESIDENTS 


The luncheon and conference of chapter presidents 

at the Bellevue Hotel Thursday afternoon, August 12, 

was a heart-to-heart talk on Institute affairs in general, 

and chapter administration in particular. The confer- 
ence was in charge of Frank W. Bryant, of Boston, and 
the program was as follows: 

1. Educational Work.—Regular and special courses of 
study given; post-graduate work; factory trips; re- 
vised study course and elementary banking. How 
conducted and financed. Carl H. Chaffee, Phila- 
delphia Chapter, senior work; C. L. Getz, Baltimore. 
correspondence course; Robert B. Locke, Boston, 
Chapter, junior work; George E. Allen, New York, 
and J. A. Seaborg, New York, co-operation Colum- 
bia University and A. I. B. 

2. Finances—Sources and methods of collecting and 
distributing income and endowment. Joseph J. 
Schroeder, Chicago Chapter; H. J. Dreher, Mil- 
waukee Chapter. 

8. Public Affairs—(a) Plans for co-operating in local 
campaign embracing banking and thrift subjects. 
Mr. Thomson, Los Angeles Chapter. (b) Co- 
operation of the A. I. B. chapters in thrift propa- 
ganda. H. J. Dreher, Milwaukee Chapter; R. H. 
Bean, Boston Chapter; Fred. Ellsworth, New York 
Chapter; C. L. Getz, Baltimore Chapter; Carl H. 
Chaffee, Philadelphia Chapter; J. A. Seaborg, New 
York Chapter; E. G. McWilliam, Los Angeles 
Chapter. 


4, Debating—With local debating societies; inter-city 
debates; forum. William A. Marcus, San Fran- 
cisco Chapter; Sever Daley, Denver Chapter; J. A. 
Seaborg, New York Chapter. 

Publicity—Methods of interesting non-members and 
keeping members informed of chapter activities; 
monthly publications; year books; soliciting adver- 
tising; consuls. Charles A. Schacht, St. Louis 
Chapter. 

Chapter Meetings.—Methods of conducting chapter 
meetings. J. C. Thomson, Minneapolis Chapter. 
Election Methods—Methods of nominating and 
electing chapter officers and board members; look- 
ing ahead for eligible men; eligibility of bank offi- 
cers; plan of administering chapter work. Joseph 
J. Farrell, New Orleans Chapter. 

A. B. A. Journal and Chaptergram Department of 
the Bulletin—H. J. Dreher, Milwaukee Chapter; 
Thomas H. West, Portland Chapter; Fred. E. Ells- 
worth, New York Chapter; George E. Allen, New 
York Chapter; William A. Nickert, Philadelphia 
Chapter. 

Social Features—To what extent indulged in; 
whether profitable or expensive; whether a help or 
a hindrance to the success or reputation of chapters, 
G. E. Maine, Seattle Chapter; D. A. Mullin, Pitts- 
burgh Chapter; W. J. Evans, Dallas Chapter; Louis 
C. George, Cincinnati Chapter; A. M. Corcoran, 
Cleveland Chapter. 


CONVENTION SPECIAL ACROSS THE CONTINENT 


At Trinidad on Friday, the 138th, we annexed the 
Denver folk—“Well, well, well, glad‘ to see you; been 
behaving yourself since Dallas?” etc., etc. 

Will any of us ever forget Saturday, August 14, 


Probably never in the history of the Institute has 
there been operated a more successful convention special 
than the train that pulled out of Chicago on the after- 
noon of August 11, 1915. From the time the conductor 
called “board” in the dingy old Union Station until the 
235 transcontinental travelers disembarked in the ferry 
house at San Francisco the trip was one grand, com- 
fortable, agreeable experience. 

And the best feature about the entire voyage was 
that no one was given a chance to grow fatigued. For 
instance: On the morning of the second day every- 
body piled out and into the wonderful new Union Sta- 
tion in Kansas City, enjoyed a Harvey breakfast ar- 
ranged for by the Kansas City Chapter and the Kansas 
City Clearing House, then, after being shown the city— 
and a most beautiful city it is!—via automobile, luncheon 
was served at the Baltimore. At 2 P. M. farewells were 
said and away we went. 

Every time anyone expressed a desire for prov- 
ender, why, the train obligingly stopped and—“How do 
you do, Mr. Harvey—thank you, don’t care if we do.” 
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1915? The Grand Canyon! The most wonderful, the 
most incomprehensible, the most—but what’s the use! 
We left there at sunset. Just to refer to “sunset in the 
Grand Canyon” is enough. How utterly impotent words 
are after all. 

More stops at Harvey restaurants at wonderfully 
convenient intervals. ‘Please pass the chicken.” 

Pasadena and Los Angeles on the 15th. Those folk 
surely know how to entertain. The new Los Angeles 
Chapter and the Pasadena bankers joined in keeping us 
interestingly busy from lunch time until one minute 
before “tomorrow.” 

And then San Diego, and the fair. Sam Diego’s 
associated banks breakfasted the party and then, after 
various and sundry trips into old Mexico, Point Loma 
and Coronda Beach, entertained at luncheon inside the 
fair grounds. 
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A night ride and then a day ride, and here we 
are at the gates of the capital of the Golden West. 
We have had a glorious trip, an inspiring trip, an edu- 
cational trip; we have met many old friends; we have 
formed many new acquaintances, and, now that the 
journey is over, we feel that earnest and sincere thanks 
are due all who contributed to its success. It is not 
necessary to mention any names, because we all know 
who they are—shake, friends; you have worked that 


we might play, and we have played and enjoyed it. 
Thank you. 
F. W. Ettswortx, Chairman; 


WitiAM H. Farr, 
H. R. KInseEy, 
HERBERT E. STONE, 
Henry H, PEAsE, 
Special Committee. 


LIST OF DELEGATES 


Asbury Park, N. J.—L. R. Hetrick. 

Baltimore, Md.—C. Leland Getz, Adrian J. Grape, 
Benj. F. Kenney. 

Boston.—Robert H. Bean, Frank W. Bryant, Will- 
iam A. Burnham, Jr.; George B. Fox, Francis Free- 
man, Robert B, Locke, John W. Marno, Clarence A. 
Rathbone, Herbert E. Stone. 

Buffalo—H. H. Halm, Jr. 

Chattanooga, Tenn.—Frank J. Donovan, Taylor R. 
Durham, John W. Evans. 

Chicago—Alfred Bennett, 


Rollin M. Coleman, 


Norman B. Collins, Guy W. Cooke, Theodore F. El- 
worth, George G. Cory, Frank W. Hausmann, Jay W. 
Hays, Harold W. Held, George E. Holmes, George 
Jackson, Edward Jaeger, Charles F. Jarmuth, David 
Johnstone, D. R. Kendall, Philip P. Larson, Fred D. 


Letz, William H. Miller, William H. Monroe, Thomas 
J. Nugent, Harvey Pickrell, F. H. Raddatz, Clarence 
Robb, Herbert Roehr, Raleigh Ross, John Rubecamp, 
Erwin J. Schoenwald, Joseph J. Schroeder. 

Cincinnati, O.—William Beiser, Louis C. George, 
H. A. Green. 

Cleveland, O.—L. A. Cordrey, Clay Herrick, L. J. 
Kaufman, Corell S. Mallo. 

Dallas, Tex.—Stewart D. Beckley, Thad Darr, 
Tom L. England, W. J. Evans, George L. Hern, Paul 
Latham, Will E. Peavey, R. R. Roberts, Pete Wright. 

Denver.—Charles W. Allen, W. O. Bird, Sever 
Daley, William H. Martin, Chester A. Parker, Charles 
R. Patch, R. C. Perkins, Stanley M. Wright. 

Detroit—William H. Farr, Ernest F. Goodwin, 
Frank J. Maurice. 

Duluth, Minn—John L. Evans. 

Eau Claire, Wis.—E. A. Kerslager, W. J. Selbach. 

Fort Worth, Tex.—H. C. Wallenberg. 

Grand Forks, N. D.—Alfred Lommer. 

Hartford, Conn—Henry H. Pease. 

Havana, Cuba.—Jose Ramon M. Bandujo. 

Houston, Tex.—A. R. Cline, Denton W. Cooley, 
J. F. Dumble, C. C. Hall. 

Jacksonville, Fla—John A. Newsom, ‘J. E. Stephen- 
son. 

Kansas City, Mo—C. W.. Allendoerfer, 
Franey, Ira E. Gaskill, S. H. Hoefer. 


Vs 


Kansas City, Kan—George A. Winters. 

Knoxville, Tenn—J. Frank Disney. 

Little Rock, Ark—H. H. Dillard. 

Los Angeles, Cal—Fred C. Bold, L. W. Eley, 


George Carlisle, E. G. McWilliam, C. W. Prollius, 
F. A. Reunitz, P. C. Turman, R. G. Long. 


Louisville, Ky.—Stanley P. McGee, Joseph H. 
Mershon, Eugene W. Walker. 

Milwaukee, Wis.—H. A. Digman, H. J. Dreher, 
Walter John, Charles R. Loomis, S. R. Quaden, R. H. 
Reiherzer, A. J. Salentine, John Ungredt, A. H. Vick. 

Minneapolis, Minn.—Lee Ainsworth, J. W. Groves, 
C. E. Searle, J. C. Thomson, W. J. Tobin. 

New Orleans, La.—M. C. Bernadas, N. E. Bertel, 
I. L. Bourgeois, A. Miles Coe, John Dane, Joseph J. 
Farrell, James J. Plauche, William W. Sutcliffe, Jr.; 
Louis E. Volker, R. S. Hecht. 

New York.—George E. Allen, C. H. Beck, F. W. 
Ellsworth, William Grafe, Henry R. Kinsey, W. F. 
Latus, B. S. Miller, A. W. Sauer, J. A. Seaborg. 

Oakland, Cal—Arthur E. Caldwell, Frank M. 
Cerini, Theo. Jenkins, John S. Killam, George W. Lud- 
low, William F. Morrish, F. C. Mortimer, Paul E. 
Otey, S. C. Scott, George E. Sleeper, Thomas F. 
Watson. 

Omaha, Nebr.—O. Williams. 

Oregon City, Ore—Percy P. Caufield. 

Pasadena, Cal_—T. W. Smith. 

Philadelphia—Carl H. Chaffee, Armitt Coate, Ar- 
thur R. Elmer, William S. Evans, Martin Lee, John R. 
Roberts, T. W. Scattergood, Henry F. Schwarz, Harold 
B. Shill, Thomas W. Smith, Wm. L. Stroud, John C. 
Weeks, O. Stuart White. 

Pittsburgh. William McB. Bell, J. Howard Blair, 
E. W. Ehni, Harry F. Hebrank, Donald A. Mullen, 
J. H. Murdock, C. C. Pfordt, Jean Phillips, P. S. 
Space, C. E. Tolley, William F. Woestehoff, Jr. 

Portland, Ore—L. H. Alexander, J. King Bryon, 
L. W. Decker, C. F. Gleason, Edward L. Ordemann, 
Helmer Pierce, S. G. Stanton, Floyd C. Warren, T. H. 
West, Theodore G. Williams. 

Richmond, Va.—George H. Keesee, D. E. Mount- 
castle, J. C. Wheat. 
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Rochester, N. Y.—Harry L. Edgerton. 

St. Louis, Mo.—Frank C. Ball, Adolph Hanser, 
Dan Jones, Charles A. Schacht, W. A. Wilkinson. 

St. Paul, Minn—E. Bjorklund, Henry Olsen, Her- 
bert C. Schulze, Carl Thiers, Frank Wickman. 

Sacramento, Cal.—E. B. Peaslee, E. R. Reuter, C. 
S. Shaw, L. B. Spurgeon, J. C. Wilson, J. E. Seaton. 

Salt Lake City, Utah—George H. Butler, Q. B. 
Kelly, Brent Lynch, Melvin Saville, Clarence Tingey. 

San Antonio, Tex.—J. F. Stille, Wilson Walthall. 

San Francisco.—E. A. Brown, H. L. Clapp, M. R. 
Clark, John Clausen, John S. Curran, H. L. Darton, 
William A. Day, W. F. Gabriel, H. A. Haake, L. H. 
Hansen, J. R. Hoffmann, L. W. Jenkins, Victor Klinker, 
W. D. Lux, W. A. Marcus, H. E. Miller, Edward 
Moffatt, H. J. Moore, R. A. Newell, T. G. Spillane, 
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Roy Warner, Prosper L. Wolf, George L. Woolrich, 

Scranton, Pa.—John W. Linen, J? J. Gallagher, Leo 
A. Haggerty. 

Seattle, Wash.—Oliver Weltzien, L. H. Woolfolk, 
James Valentine, C. B. Stott, J. L. Platt, J. H. New- 
berger, G. E. Maine, R. H. MacMichael, E. B. Kluck- 
holm, F. E. Horten, O. B. Harland, H. E. Ousdahl, 
H. H. Coleman, Allan Park Cassel, A. Brygger. 

Spokane, Wash.—E. B. Hutcheck, W. E. Tollenaar, 

Syracuse, N. Y.—S. Howard Fyler, Willard W. 
Seymour. 

Toledo, O—James H. Brown, Daniel P. Clifford, 
John Streicher. 

Washington, D. C—F. B. Devereaux, H. M. 
French, P. A. Galleher, T. S. Holland, D. H. Mann- 


ing. 


LIST OF GUESTS—GENTLEMEN 


Chicago.—H. O. Roembla, Irving J. Jackson, C. D. 
Brebner, E. Leighton. 

Dallas, Tex.—W. R. Hass. 

Denver, Col—Edward Bird. 

Farmersville, Tex.—Demey Chapman. 

Los Angeles, Cal—Renwick McWilliam, Edgar 
McWilliam. 

Milwaukee, Wis.—Fred Goes. 

Oakland, -Cal_—Charles A. Smith. 

Porterville, Cal—A. C. Basye. 

Portland, Ore—Mr. Thatcher. 

St. Louis, Mo.—Horace B. Wilkinson. 

St. Paul, Minn—Frank D. Herder. 


Sacramento, Cal.—C. W. Lauppe, W. E. Holmes, 
H. C. Rogers. 

Salt Lake City, Utah—Joel Parish, B. Robbins, 
R. Shephard, E. T. Stevenson, Horace Whitney. 

San Francisco. Cal—J. T. Wallace, Toy Tierney, 
B. A. Supple, R. F. Schlingheyde, A. H. Ross, Charles 
R. Rapalje, P. A. Pfleuger, W. O. Patch, James K. 
Lynch, J. D. Lowsley, Russell Lowry, E. V. Krick, 
Alfred Gock, George P. Edwards, F. H. Colburn. 

Seattle, Wash—J. H. Newberger, Frederick J. 
Mahl. 

Spokane, Wash.—E. J. Peach, A. B. Mors, H. E. 
McCroskey. 

Syracuse, N. Y.—Prof. F. W. Roman. 

Zeeland, Mich—Thomas Keppel. 


LIST OF GUESTS—LADIES 


Boston.—Mrs. C. A. Rathbonem, Mrs. Herbert E. 
Stone. 

Brooklyn, N. Y.—Louise Edith Brandt. 

Buffalo, N. Y.—Mrs. H. H. Halm, Jr. 

Chattanooga, Tenn.—Mrs. T. R. Durham. 

Chicago, Ill—Miss Edna A. Bell, Mrs. Alfred Ben- 
nett, Mrs. C. D. Brebner, Miss Cody, Mrs. G. W. 
Cooke, Miss Crean, Mrs. T. F. Elworth, Miss G. B. 
Eveland, Miss Grut, Mrs. F. W. Hausmann, Mrs. 
G. E. Holmes, Miss Hunt, Mrs. George Jackson, Mrs. 
D. Johnstone, Mrs. D. R. Kendall, Mrs. P. P. Larson, 
Miss Larson, Mrs. W. H. Monroe, Mrs. T. J. Nugent, 
Mrs. Harvey Pickrell, Mrs. Clarence Robb, Mrs. Her- 
bert Roehr, Mrs. J. Rubecamp. 

Cleveland, O.—Miss Lucille Cordrey, Mrs. L. J. 
Kaufman. 

Dallas, Tex.—Mrs. R. O. Gresham, Mrs. B. C. 
Robertson. 


Denver, Col—Mrs. W. O. Bird, 

Detroit, Mich—Mrs. W. H. Farr, Mrs. E. F. Good- 
win, Mrs. F. J. Maurice. 

Hartford, Conn.—Mrs. Henry Pease. 

Houston, Tex.—Mrs. Denton Cooley, Mrs. Myrtle 
Lock. 

Jacksonville, 
Bessie Willis. 

Kansas City, Mo—Mrs. S. H. Hoefer. 

Los Angeles, Cal.——Mrs. F. C. Bold, Mrs. G. Car- 


lisle, Mrs. L. W. Eley, Miss Aileen McKinnon, Mrs. 
E. G. McWilliam, Mrs. Elizabeth McWilliam, Mrs. 


R. C. Long, Miss A. Park, Mrs. C. W. Prollius, Mrs. 
F. A. Reunitz, Mrs. P. C. Turman. 
Louisville, Ky—Miss Florence Barrett, Mrs. J. J. 
Mershon, Miss Virginia Shaffer, Mrs. E. W. Walker. 
Milwaukee, Wis.—Mrs. H. A. Digman. 


Fla.—Miss Hattie Newsom, Miss 
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Minneapolis, Minn—Mrs. C. E. Searle. 

New Orleans, La—Mrs. R. S. Hecht, Mrs. L. B. 
Watkins, Miss C. M. Bertel, Mrs. I. L. Bourgeois, 
Mrs. W. W. Sutcliffe, Jr. 

New York.—Louise Allen, Mrs. F. W. Ellsworth, 
Miss Margaret Ellsworth, Miss Jackson, Mrs. H. R. 
Kinsey, Miss Vera Kinsey, Mrs. W. F. Latus, Mrs. 
J. A. Seaborg. 

Oakland, Cal—Mrs. A. E. Caldwell, Mrs. F. M. 
Cerini, Miss Cerini, Mrs. John S. Killam, Mrs. G. W. 
Ludlow, Mrs. William F. Morrish, Mrs. Paul E. Otey, 
Mrs. S. C. Scott, Mrs. G. E. Sleeper, Miss Watson, 
Mrs. T. F. Watson. 

Philadelphia—Mrs. A. H. Coate, Mrs. William 
S. Evans. 

Pittsburgh—Mrs. P. S. Space. 

Portland, Ore——Mrs. L. H. Alexander, Mrs. 
Helmer Pierce, Mrs. Thatcher, Mrs. T. H. West. 

Richmond, Va.—Miss B. Mountcastle. 

St. Louis, Mo.—Mrs, J. L. Hank, Mrs. John Roth, 
Miss Roth, Miss E. K. Taggart, Mrs. W. A. Wilkinson. 
St. Paul, Minn.—Mrs. E. Bjorklund, Miss Edith 


Pursuant to provision of by-laws, notice is hereby 
given that the annual meeting of members of the Cor- 
respondence Chapter, incorporated, will be held at Five 
Nassau Street, New York City, Monday, November 22, 
1915, at twelve o’clock noon. 

The Board of Directors have renominated Fred. 


“Elementary Banking” is the title of a book by O. 
Howard Wolfe, written for beginners in banking. It 
contains one hundred pages and is substantially bound 
in cloth, The chapter headings of the book are: 
“Banking as a Vocation,” “Wealth and Money,” “Why 
Banks Are Necessary,” “Classes of Banks,” “Organi- 
zation and Administration,” “Departments in a Bank,” 
“Bank Statements,” “Bank Accounting,” “Receiving 


ENGLISH RHETORIC — A text-book — clear, 

forceful and magnetic—on correspondence, speechmak- 

ing and writing for publication. 
ENGLISH GRAMMAR—A 


dry rules or barren definitions—on the formation of 
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Miller, Miss E. E. C. Peterson, Mrs. Carl Thiers, Miss 
Louisa Thiers, Mrs. Frank Wickman. 

Salt Lake City, Utah—Miss Freeze, Miss Hen- 
dricks, Mrs. Q. B. Kelly, Miss Belle Leatham, Mrs. 
Parish, Miss Sterrett, Mrs. E. T. Stevenson. 

San Antonio, Tex.—Mrs. Wilson Walthall. 

San Francisco, Cal—Mrs. E. A. Brown, Mrs. H. 
L. Clapp, Mrs. M. R. Clark, Mrs. John Clausen, Mrs. 
F. H. Colburn, Mrs. William A. Day, Mrs. Alfred 
Gock, Mrs. L. H. Hansen, Mrs. L. W. Jenkins, Mrs. 
Victor Klinker, Mrs. E. V. Krick, Mrs. J. D. Lows- 
ley, Miss C. McCarthy, Miss Marcus, Miss M. A. 
Miller, Mrs. Edward Moffatt, Mrs. H. J. Moore, Mrs. 
F. C. Mortimer, Mrs. R. A. Newell, Mrs. W. O. Patch, 
Mrs. P. A. Pfleuger, Mrs. R. F. Schlingheyde, Mrs. 
T. G. Spillane, Miss M. H. Supple, Mrs. Roy Tierney, 
Miss R. J. Wallace, Mrs. Roy Warner. 

Seattle, Wash—Mrs. A. Brygger, Mrs. L. M. Cur- 
tis, Mrs. G. E. Maine, Mrs. C. B. Stott. 

Spokane, Wash.—Miss Mabel Morrison, Mrs. W. 
T. Triplett. 

Washington, D. C—Mabel Fowler. 


W. Hyde to fill the vacancy in the board occasioned 
by the expiration of his term. Such nomination is 


made in recognition of Mr. Hyde's efficient service and 
also to conform with the legal requirement that at 
least one director shall be a resident of the State of 
New York. 


Geo. E. ALLEN, Secretary. 


Teller,” “Paying Teller,’ “Note Teller,” “Individual 
Ledgers,” “General Ledger,” “Loans and Discounts,” 
“Stocks and Bonds,” “Savings Banks,” “Trust Com- 
panies,” “Clearing Houses,” “Bank Examinations,” 
“Banking Laws.” Price one dollar in New York ex- 
change payable to the order of the “Correspondence 
Chapter, American Institute of Banking,” Five Nassau 
Street, New York City. 


words and the relationship of words in sentences. 

The foregoing books are supplied by the Cor- 
respondence Chapter of the American Institute of 
Banking, Five Nassau Street, New York City. Price 
fifty cents each. 


SEPTEMBER, 1915 


TWO MINUTES TO HEALTH 


In the form of a poster printed on cloth, the 
Bankers Health Commission publishes a set of “Every- 
day Exercises” intended not to make athletes, but sim- 
ply to develop the fundamental functions of the body. 
No apparatus is necessary. No contortions are pre- 
scribed. Two or three minutes nights and mornings 
is all the time required. 


SPECIMEN EXERCISE PROVIDED BY THE 
BANKERS HEALTH COMMISSION. 


The exercises thus provided are five in number, and 
their character is exemplified in the accompanying illus- 


tration. The poster costs fifty cents in silver or post- 
age stamps, and may be obtained from the Bankers 
Health Commission, Five Nassau Street, New York 
City. 
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LOAN LIMITS 


Will you please explain how a national bank may 
open a credit for a foreign country when this 
credit is greater in amount than the limit. 
allowed by the National Bank Act? Would not 
such credits be regarded as excess loans? 

It is evident that the above question refers par- 
ticularly to what is generally known as the ten per 
cent. loan limit. The last sentence of Section 5,200, 
National Bank Act, as amended June 22, 1906, bears 
on this subject: 


“The total liabilities to any association, of any 
person, or of any company, corporation or firm for 
money borrowea, including in the liabilities of a com- 
pany or firm the liabilities of the several members 
thereof, shall at no time exceed one-tenth part of the 
amount of the capital stock of such associations 
actually paid in and unimpaired and one-tenth part 
of its unimpaired surplus fund: Provided, however, 
That the total of such liabilities shall in no event ex- 
ceed thirty per centum of the capital stock of the asso- 
ciation. But the discount of bills of exchange drawn 
in good faith against actually existing values, and the 
discount of commercial or business paper actually 
owned by the person negotiating the same shall not 
be considered as money borrowed.” 

In Section 13 of the Federal Reserve Act it is pro- 
vided that: 


“Any member bank may accept drafts or bills of 
exchange drawn upon it and growing out of transac- 
tions involving the importation or exportation of 
goods having not more than six months’ sight to run; 
but no bank shall accept such bills to an amount equal 
at any time in the aggregate to more than one-half its 
paid-up capital stock and surplus.” 


EASY 

A Hoboken correspondent writes: “The Institute 
is emitting a lot of moonshine about banking as a ‘pro- 
fession. Tell us how to get along without any other 
work than cutting off coupons and your efforts will be 
appreciated.” 

The merit in your proposition is that you know 
what you want, or rather what you don’t want, and 
that is work. You possess ambition, but lack initiative 
and system. Your field in life is to write jokes for 
the newspapers. “Punch” paid Jerrold $125 for this: 
“Advice to those about to, marry—Don’t.” If you will 
write and sell 80,000 such jokes at the same price you 
will have $1,000,000. When you get it, however, don’t 
burden yourself with the labor of cutting off coupons. 
Put your money in registered bonds, and thus receive 
the interest in the form of checks, indorse the checks 
for deposit with a rubber stamp and give your secre- 
tary power of attorney to make withdrawals. 
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MEMBERSHIP CHANGES 


The membership of the Association is now over 15,000. There are frequent changes which come about through 
consolidations, mergers, liquidations, etc. The General Secretary of the Association would appreciate receiving from 
our members notice of any changes which occur, for the purpose of keeping our membership list correct and giving pub- 
licity through the columns of the JO URNAL-B ULLETIN. 


Arkansas Citizens Bank & Trust Company in liquidation. 
California Bank of Hemet changed to First National Bank. 
Connecticut City Bank of Hartford changed to City Bank & Trust 
Company. 
Island City National Bank closed. 
Lynn Haven Lynn Haven Bank & Trust Company suspended. 
Blakely Bank of Blakely closed. 
St. Maries Kootenai County State Bank consolidated with Lum- 
bermans State Bank. 
Wendell Wendell State Bank merged with First National Bank. 
Chicago Shapker, Anderson & Company succeeded by Shapker, 
Waller & Company. 
Bank of Niantic changed to State Bank of Niantic. 
Citizens State Bank changed to Dorrance State Bank. 
Southern National Bank purchased by American Na- 
tional Bank and name changed to American-South- 
ern National Bank. 
Maryland Bel Air Hartford National Bank changed to The Hartford Bank. 
Massachusetts Boston Philp, Boyd & Company dissolved. 
Framingham National Bank, South Framingham, now 
Framingham National Bank. 
Framingham Trust Company, South Framingham, now 
Framingham Trust Company. 
Waldby & Clay’s State Bank consolidated with Lanawee 
County Savings Bank. 
New Mexico Morris State Bank changed to Gallup State Bank. 
New York New York Ackerman & Coles succeeded by W. C. Coles & Com- 
pany. 
North & Company, Bankers, retiring from business. 
Oklahoma City State Bank merged with State National Bank. 


Bank. 
Philp, Boyd & Company dissolved. 
Wharton . Wharton National Bank closed. 


Fairmont First National Bank taken over by National Bank of 
Fairmont. 


NEW MEMBERS FROM AUGUST 1 TO 3}, 1915, INCLUSIVE 


Santa Cruz Valley Bank & Trust Company. 
Grand Valley Garfield County State Bank. 
East Point First National Bank. 
Bliss State Bank. 
Bank of Sweet. 
Franklin Park Franklin Park State Bank. 
Ingraham Bank of Ingraham. 
Oregon Ogle County State Bank. 
New Albany German American Bank & Trust Company. 
OSS. Farmers State Bank. 
Collins Exchange State Bank. 
Columbus Junction Farmers & Merchants State Bank. 
Estherville 3ank of Estherville. 
Fairfield First National Bank. 
Fort Dodge Webster County Trust & Savings Bank. 
Harlan Harlan National Bank. 
Peoples Trust & Savings Bank. 


1 South Dakota .............Lake Preston .............. Merchants Exchange Bank converted to First National 
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Sioux Center First National Bank. 
Benton State Bank. 
Farmers State Bank. 
.. Enterprise State Bank. 
Formoso First National Bank. 
Reno State Bank. 
Peoples State Bank. 
Brinkman-Brack State Bank. 
Farmers State Bank. 
Winfield National Bank. 
First National Bank. 
Massachusetts ee Trust Company, 1444 Dorchester Avenue, 
Branch. 
Boston E. Elmer Foye & Co. 
North Adams North Adams Trust ‘Company. 
Michigan Leslie Peoples Bank. 
Minnesota Minnesota Lake Farmers National Bank. 
Mississippi Natchez City Bank & Trust Company. 
Missouri Centralia First National Bank. 
Hurdland -» Hurdland State Bank. 
G. G. Morris. 
Montana First National Bank. 
Grant County State Bank. 
i Citizens Bank. 
Exchange National Bank. 
Wauneta Falls Bank. 
New York Bohemia Joint Stock Bank. 
Corn Exchange Bank, Lexington Branch. 
. Public Bank, Clinton Avenue Branch. 
North Carolina Bank of Goldston. 
First National Bank. 
North Dakota ............ ! Citizens State Bank. 
i First National Bank. 
First National Bank. 
Hettinger Hettinger State Bank. 
» Karlsruhe Security State Bank. 
Tuttle Tuttle State Bank. 
3 Greenville Citizens State Bank. 
Mason The Mason Bank. 
Drumright First National Bank. 
Oklahoma Hobart First National Bank. 
McAlester Oklahoma State Bank. 
Maysville Farmers National Bank. 
Pawhuska Bank of Commerce. 
Purcell Union National. Bank. 
Sand Springs Sand Springs State Bank. 
Guarantee Bank. 
Bank of Ione. 
First National Bank. 
Portland Title & Trust Company. 
Portland, Lents Multnomah State Bank. 
Sutherlin First State Bank. 
Bank of Wasco. 
Pennsylvania Ellwood City Peoples National Bank. 
Richland Richland National Bank. 
South Dakota Badger Badger State Bank. 
Springfield Peoples National Bank. 
Canton First National Bank. 
Colorado City Nationak Bank. 
Goldthwaite Goldthwaite National Bank. 
Mission First State Bank. 
San Angelo San Angelo National Bank. 
Spur Spur National Bank. 
Roosevelt Roosevelt Banking Co. 
Virginia Farmers & Mechanics Bank, P. O. City Point. 
Washington itti Kittitas State Bank. 
Port Angeles Bank of Clallam County. 
West Virginia Rupert Bank of Rupert. 
Wisconsin Friendship Friendship State Bank. 
Markesan Farmers State Bank. 
Ranchester Ranchester State Bank. 
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